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34-17203 
33-6245 Solicitation of comments on‘amend- 
ments to Form S-18 which would 
allow certain issuers engaged in 
the mining business to register 
their securities on that Form. [S7- 
853; Comment period expires 
November 21, 1980.] 





OPINION 











34-17192 P. LYNN DIXON 

Where member of registered securi- 
ties association was underwriter of 
offering which rose to an immediate 
aftermarket premium, and allocated 
shares of that offering to a corpora- 
tion of which one of its registered 
representatives was president, held, 
sanctions imposed on representa- 
tive set aside, and proceedings 
remanded to association to de- 
termine whether representative or 
any member of his immediate family 
had a prohibited ‘beneficial in- 
terest” in corporation’s account. 
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SECURITIES ACT OF 1933 





SECURITIES ACT OF 1933 
Release No. 6245/October 7, 1980 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 17197/October 7, 1980 


PROPOSED AVAILABILITY OF SIMPLIFIED 
REGISTRATION FORM TO CERTAIN MINING 
COMPANIES 


ACTION: Proposed rulemaking. 


SUMMARY: The Commission is proposing for 
comment amendments to Form S-18, a simplified 
registration form, which would allow certain issuers 
engaged in the mining business to register their 
securities on that Form. A new disclosure item which 
includes requirements applicable to mining 
companies is proposed for Form S-18 and similar 
amendments are proposed for Item 2 of Regulation 
S-K. The latter will be applicable to companies using 
registration forms other than Form S-18 and to 
companies subject to the continuous reporting 
requirements under the Securities Exchange Act of 
1934. The Commission is also recommending that 
Form S-3 be rescinded. That form is currently 
available to certain start-up or unprofitable 
companies engaged in the mining business. 


DATE: Comments must be received on or before 
November 21, 1980. 


ADDRESSES: All communications on this matter 
should be submitted in triplicate to George A. 
Fitzsimmons, Secretary, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C., 20549. Comments should refer to File No. S7- 
853 and will be available for public inspection and 
copying in the Commission’s Public Reference 
Room, 1100 L Street, N.W., Washington, D.C. 


FOR FURTHER INFORMATION CONTACT: Robert 
Rupp, Office of Small Business Policy, Division of 
Corporation Finance, (202) 272-2644. With respect 
to proposed Item 7A of Form S-18 and Item 2(c) of 
Regulation S-K, contact Hubert W. Norman, Office of 
Engineering, Division of Corporation Finance, (202) 
272-3257. 
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SUPPLEMENTARY INFORMATION: The Securities 
and Exchange Commission is publishing for 
comment certain amendments to Form S-18 [17 
CFR 239.28], and Regulation S-K [17 CFR 229.20] 
and a proposal to rescind Form S-3[17 CFR 239.13]. 


Form S-18 is a simplified registration statement 
available to certain domestic and Canadian 
corporate issuers for the registration under the 
Securities Act of 1933 [15 U.S.C. §§77a, et seq., as 
amended (1976)] of up to $5 million worth of 
securities to be sold for cash. The Form is not 
available to issuers that are engaged or intend to 
engage in significant mining operations. Form S-3 is 
designed exclusively for start-up and unprofitable 
mining companies. The Commission is hereby 
proposing that the availability of Form S-18 be 
extended to certain mining companies and that 
existing Form S-3 be rescinded. A new disclosure 
requirement specifically applicable to mining 
issuers would be added to Form S-18. 


The Commission is also proposing an amendment to 
Item 2 of Regulation S-K. The item sets forth the type 
of disclosure to be made in describing an issuer’s 
property. The proposed amendments deal 
specifically with the type of information to be 
furnished by mining companies. 


BACKGROUND 


The Commission has for some time been examining 
steps which might be taken to facilitate capital 
formation by small businesses. The adoption of 
Form S-18 in April 1979 represented a significant 
initiative in this regard.! As adopted, issuers who 
engaged or intended to engage in significant mining 
operations were precluded from the use of the Form. 
Several commentators and witnesses who appeared 
at the Commission’s Small Business Hearings 
opposed this exclusion.* However, in view of the 
experimental nature of the Form and the initiation of 
regional processing of registration statements, the 
Commission determined to proceed cautiously in 





‘Securities Act Release No. 33-6049, April 3, 1979 
[44 FR 21562]. 


“In Securities Act Release No. 33-5914, March 6, 
1978 [43 FR 10876], the Commission announced its 
intention to hold a series of small business hearings. 
The full text of the comments offered can be found in 
Commission File No. S7-734. 
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connection with the adoption of Form S-18. The 
Commission did express its intent to monitor the use 
of the Form for an appropriate period and to consider 
whether the conditions as to its availability should be 
expanded. The Office of Small Business Policy inthe 
Division of Corporation Finance has undertaken an 
ongoing monitoring program regarding Form S-18. 
In addition, the Commission’s Directorate of 


Economic and Policy Analysis recently published a 
study concerning the use of Form S-18 during the 
first eight months since its adoption.* 


In view of the relatively widespread acceptance of 
the Form and the absence to date of any significant 
disclosure or enforcement problems, the 
Commission has determined to propose that Form S- 
18 be made available to certain companies engaged 
in the mining business. The staff will continue to 
consider, over the next several months, the 
advisability of further expanding Form S-18 to make 
it available to corporate issuers engaged in oil and 
gas operations and limited partnerships. 


The amendments proposed herein provide for a new 
disclosure item, Item 7A, to be added to Form S-18. 
This item contains revised disclosure requirements 
applicable to issuers engaged in the mining 
business. With respect to those mining companies 
filing registration statements or Forms other than 
Form S-18 and those subject to the reporting 
provisions of the Securities Exchange Act of 1934 
[15 U.S.C. §§78a, et seq., as amended (1976)] an 
amendment to Item 2 of Regulation S-K is also 
proposed. 


Item 7A of Form S-18 incorporates the substantive 
disclosure concepts that are presently set forth in 
Form S-3. These provisions have been updated to 
reflect current disclosure practices and certain 
additional requirements have been included. Item 
2(c) of Regulation S-K incorporates the provisions of 
proposed Item 7A in their entirety. Certain additions 
which were unnecessary in the Form S-18 context 
were inciuded in the Regulation S-K amendments. 


DISCUSSION 

I. Form S-18 and Form S-3 

Form S-3 is available to corporate issuers which 
engage or intend to engage in the mining business. 
The registration statement can be used only for 


shares of stock that are to be sold for cash. Issuers 
must be either start-up corporations or corporations 
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that have not had any significant income during the 
past five years. If the issuer expects to succeed to 
any income producing activity the Form will likewise 
be unavailable to it. At present, any mining issuer 
that does not meet the above restrictions would be 
required to register on Form S-1.4 


As indicated above, the Commission has 
determined to propose that Form S-18 be made 
available to companies engaged in the mining 
business. This change would be accomplished by 
deleting the existing prohibition against usage ofthe 
Form by mining companies from General Instruction 
A to the Form. The other restrictions present in the 
Instructions to Form S-18 would remain. Therefore a 
mining issuer would be required to be a domestic or 
Canadian corporation which proposes to sell not 
more than $5 million worth of securities to the public 
for cash. The mining issuer also may not be a 
company reporting under the Securities Exchange 
Act of 1934, alimited partnership or a subsidiary of a 
parent that would be unable to use the Form.® 


If adopted, the proposals published today would 
extend to mining companies the benefits now 
available to issuers currently able to use Form S-18. 
The primary distinctions between Forms S-3 and S- 
18 are as follows. Issuers utilizing Form S-18 have 
the option to file their registration statements at the 
Headquarters Office or at an appropriate regional 
office.© All Form S-3’s must be filed at the 
Headquarters Office. Form S-3 requires financial 
statements for the past three years that are prepared 
in accordance with Regulation S-X. Form S-18, on 
the other hand, requires financial statements for two 
years and they need only be prepared in accordance 
with Generally Accepted Accounting Principles. 
Registrants utilizing Form S-3 incur a reporting 





3Form S-18, A Monitoring Report on its Use in 1979, 
U.S. Securities and Exchange Commission, 
Directorate of Economic and Policy Analysis, March 
1980. 


417 CFR 239.11. 

5See General Instruction A(a). 

6The study prepared by the Directorate of Economic 
and Policy Analysis indicated that regional filing was 
perceived as one of the most important benefits of 


Form S-18. Form S-18 Monitoring Report, supra note 
3, at 31. 
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obligation under Section 15(d) of the Exchange Act 
immediately after the registration statement is 
declared effective. Form S-18 registrants incurring a 
reporting obligation under Section 15(d) are 
extended a gradual phase-in procedure whereby 
much of the information required in the initial 
Exchange Act reports is either carried over from the 
Form S-18 registration statement or is permitted to 
comply with Form S-18 requirements. Finally, Form 
S-3 is available only for equity offerings while Form 
S-18 may be used for debt as well as equity offerings. 


The Commission is also proposing that Form S-3 be 
rescinded since the revision of Form S-18 will allow 
its use by certain mining companies. Under the 
present restrictions with respect to use of Form S-3 
and as proposed for Form S-18, it appears that the 
only issuers that would be able to use Form S-3 but 
not Form S-18 are a reporting company that has not 
had any significant income in the past five years ora 
foreign issuer that has not had significant income in 
the past five years. One additional limitation, 
discussed below, is the $5 million ceiling on the 
amount of securities that may be registered on Form 
S-18. Form S-3, on the other hand, has no such 
limitation. The Division of Corporation Finance, 
Office of Small Business Policy has conducted a 
review of all Form S-3 filings over the past two years. 
This survey indicates that the number of companies 
that would be able to register on Form S-3 but not 
Form S-18 is extremely small. 


With respect to the first category, the Commission 
believes that the burden of generating the additional 
information necessary for registration on Form S-1, 
the currently available alternative form for 
registration, would not be significant for an issuer 
that has been reporting under the 1934 Act. With 
regard to foreign issuers presently able to use Form 
S-3 but not Form S-18, it was found that only one 
registration statement filed in the past two years 
would have fallen within this category. 


Based on the Commission’s experience with Form S- 
3, the $5 million ceiling applicable to Form S-18 also 
should not impose a hardship on issuers who would 
have used Form S-3. It was found that only one Form 
S-3 registration during the past two years exceeded 
the $5 million amount and that registration related to 
a $5.7 million offering. As a result, the effect of this 
limitation is expected to be minimal. 


I!. Regulation S-K, Item 2 
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Proposed Item 7A of Form S-18 represents a 
comprehensive set of disclosure requirements 
which address issues particularly germane to 
registrants engaged in the mining business. In order 
to provide for similar disclosure in other Securities 
Act registrations and in Exchange Act registrations 
and reports, the Commission is also proposing 
amendments to Item 2 of Regulation S-K. 


Item 2 of Regulation S-K concerns the description of 
properties held by the issuer. Item 2 includes 
detailed disclosure requirements for issuers 
engaged in the oil and gas business but does not 
include similar requirements for issuers engaged in 
the mining business. The proposal herein suggests 
the addition of Item 2(c) which would set forth 
detailed disclosure requirements for mining issuers. 


The entire set of disclosure requirements proposed 
as Item 7A to Form S-18 have been carried over to 
proposed Item 2(c) of Regulation S-K. In addition to 
those provisions, certain areas which are not 
relevant to Form S-18 have been included in the 
Regulation S-K item. The first reiates to the impact of 
takeover or nationalization of properties owned by 
registrants which are located in foreign nations. 
Form S-18 is available to domestic and Canadian 
corporations only. Takeover or nationalization by 
Canadian authorities has not presented a problem in 
the past and therefore this provision was not deemed 
necessary for Form S-18. 


A series of requirements concerning issuers that 
have entered into long term supply contracts have 
been included in the Regulation S-K item but not in 
the Form S-18 item. The reason is that mining 
companies that would be able to enter into such 
contracts would generally be larger, well-established 
companies with significant reserves. Such issuers 
probably would not be able to register on Form S-18. 
It is expected that the vast majority of mining 
companies that will use the form will be smaller, 
start-up companies with no significant reserves. 
Therefore, this requirement was not included in Item 
7A to Form S-18. 


SYNOPSIS 


The following brief synopsis is intended to assist 
interested parties in their understanding of the 
proposed amendments. Attention is directed to the 
attached text for a more complete understanding. 


Item 7A. Description of Property—Issuers Engaged 
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or to be Engaged in Significant Mining Operations 


As proposed, new Item 7A would provide for the 
inclusion in Form S-18 of disclosure requirements 
specifically applicable to issuers who engage or 
intend to engage in significant mining operations. 
The new item will appear immediately following 
present Item 7, “Description of Property.” The item is 
essentially divided into three subsections. The first 
includes certain definitions applicable to mining 
companies; the second includes the applicable 
disclosure requirements; and the third includes 
certain supplemental information requirements. 


(a) Item 7A(a)—Definitions 


A basic definition of the term “reserve” as it relates to 
mineral deposits has been included in this 
subsection. The definition incorporates views from 
the recently published U.S. Geological Survey 
Circular 831’ and from standard mining 
dictionaries. Form S-3 does not include a similar 
explanatory definition. 


The definitions of “proven” and “probable” reserves 
included in this subsection are similar to those 
included in Form S-3. They have, however, been 
updated to reflect the substance of the U.S. 
Geological Survey Circular 831. 


FASB No. 7 groups together, under the title 
“Development Stage Enterprises,” issuers that are in 
both the exploratory and development stages. The 
distinction, from the perspective of the geologist or 
engineer, is significant. In mining terminology an 
exploratory stage company is basically engaged in 
the search for minerals. A development stage 
company, on the other hand, has found a 
commercially feasible body of minerals and is 
engaging in the preparation of that body for 
production. Financial statements for exploratory 
stage mining issuers will typically identify the issuer 
as a “development stage company.” Such a 
classification may be confusing to investors. As a 
result, proposed Item 7A requires that the 
definitional terms in Item 7A(a) be utilized in the 
textual and financial! statement disclosure. In this 
regard, Item 7A(a) includes separate definitions of 





7Principles of a Resource/Reserve Classification for 
Minerals, U.S. Bureau of Mines and the U.S. 
Geological Survey (1980). This survey was intended 
as a revision of the widely utilized U.S. Geological 
Survey Bulletin No. 1450-A. 
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the “Exploration,” “Development” and “Production” 
stages. In addition, an amendment to Item 15 
“Financial Statements and Instructions” has been 
inserted which cross-references to the Item 7A(a) 
definitions. The Commission specifically requests 
comments on the issue of whether such an 
instruction is necessary or desirable. 


(b) Item 7A(b)—Disclosure Requirements 


This subsection sets forth the prospectus 
informational requirements concerning the 
registrant’s mining operations. Items 7A(b)(1)-(6) 
are similar to the requirements in Form S-3 Items 
4(a)(1)-(6). These requirements have been 
expanded and updated to reflect current disclosure 
standards. The salient facts regarding the properties 
owned and operated by the registrant would be 
disclosed pursuant to these subsections. These 
disclosures would include the location of and means 
of access to the property, form of title or lease and 
any known mineralization on the property. In 
addition, a description of the history of operations 
and work done by the registrant will be required. An 
instruction indicating that the summation of proven 
(measured) and probable (indicated) reserves will 
be allowed under certain circumstances also has 
been inserted. This instruction will be applied where 
the difference between the issuer’s proven 
(measured) and probable (indicated) reserves 
cannot reliably defined. In addition, the Form S-3 
prohibition against disclosure of reserves of lesser 
assurance proven (measured) or probable 
(indicated) has been retained. Finally, the present 
state of the property, plans and equipment would be 
included. 


Two new substantive disclosure provisions have 
been added. Item 7A(b)(7) requires a description of 
the total tonnage produced, the grade of such ore 
and relevant production cost statistics. Item 
7A(b)(8) would elicit disclosure concerning changes 
in the deposits mined and changes in the mining 
conditions experienced by the issuer. 


(c) Item 7A(c)—Supplemental Information 


Item 7A(c) addresses three separate subject matter 
areas of supplemental information. The first 
concerns maps, drill data and calculations upon 
which the reserve estimates are based. These 
requirements are similar to those included in Form 
S-3’s “Instructions to Exhibits” section. A series of 
new instructions have been added which will 
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delineate the proper format for maps submitted to 
the staff. 


The second section, similar to Form S-3, requires 
that each engineering, geological or metallurgical 
report concerning the registrant’s property be filed 
supplementally. The proposal modifies the existing 
Form S-3 requirements by allowing a list of the non- 
governmental reports to be filed instead of the 
reports themselves. 


The third subsection requires filing of certain 
documents necessary to support representations 
made in the registration statement. 


Regulation S-K, Item 2(c) 


The disclosure requirements discussed above with 
respect to Form S-18 were carried over in their 
entirety to proposed Item 2(c) of Regulation S-K. 
Certain additional disclosure requirements normally 
not applicable to Form S-18 registrants were added 
to Item 2(c). These additions are as follows. 


Two disclosure provisions concerning the impact of 
foreign governments have been added. The first 
would mandate disclosure of the impact on the 
issuer of takeover or nationalization by a foreign 
government of the issuer's properties. The second 
concerns prohibitions against disclosure of 
estimated reserves by foreign governments or 
required disclosure of reserves other than proven or 
probable where the properties are under 
governmental authority. In these instances, the 
document should disclose the name of the country, 
identify the applicable law or regulation and give an 
appropriate description of the disclosure that is 
required or prohibited by the foreign government. 


Issuers that have entered into contracts for supply of 
fixed amounts of minerals also will be required to set 
forth detailed disclosure concerning several aspects 
of such contracts. These disclosure requirements 
address matters such as the quantity of minerals to 
be supplied, the sources of supply, the impact of 
certain priorities or curtailments which may affect 
the ability to deliver, and the impact of price 
limitations imposed by federal or state authorities. 


TEXT OF PROPOSED AMENDMENTS 


17 CFR Chapter II is proposed to be amended as 
follows: 
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PART 239—FORMS PRESCRIBED UNDER THE 
SECURITIES ACT OF 1933 


1. By rescinding §239.13 in its entirety. 
2. By amending §239.28 to read as follows: 


§239.28 Form S-18, optional form for the 
registration of securities to be sold to the public by 


the issuer for an aggregate cash price not to exceed 
$5,000,000. 


General Instruction 


A. Rule as to Use of Form S-18 


* * 


(6) (delete the text of subsection (6) and insert the 
text of subsection (7)) 


(7) (insert the text of subsection (8)) 


(8) (delete this subsection) 


* KK OK * 


Item 7. Description of Property 
[no change] 


Item 7A. Description of Property—Issuers Engaged 
or to be Engaged in Significant Mining Operations 


(a) Definitions: The following definitions apply to 
registrants engaged or to be engaged in significant 
mining operations: 


(1) Reserve: That part of a mineral deposit which 
could be economically and legally extracted or 
produced at the time of the reserve determination. 
Note: Reserves are customarily stated in terms of 
“ore” when dealing with metalliferous minerals; 
when other materials such as coal, oil shale, tar 
sands, limestone, etc. are involved, an appropriate 
term such as “recoverable coal” may be substituted. 


(2) Proven (Measured) Reserves: Reserves for which 
(a) quantity is computed from dimensions revealed 
in outcrops, trenches, workings, or drill holes; grade 
and/or quality are computed from the results of 
detailed sampling and (b) the sites for inspection, 
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sampling and measurement are spaced so closely 
and the geologic character is so well defined that 
size, shape, depth, and mineral content of reserves 
are well-established. 


(3) Probable (Indicated) Reserves: Reserves for 
which quantity and grade and/or quality are 
computed from information similar to that used for 
proven (measured) reserves, but the sites for 
inspection, sampling, and measurement are farther 
apart or are otherwise less adequately spaced. The 
degree of assurance, although lower than that for 
proven (measured) reserves, is high enough to 
assume continuity between points of observation. 


(4)(i) Exploration Stage—includes all issuers 
engaged in the search for mineral deposits 
(reserves), which are not in either the development 
or production stage. 


(ii) Development Stage—includes all issuers 
engaged in the preparation of an established 
commercially mineable deposit (reserves) for its 
extraction which are not in the production stage. 


(iii) Production Stage—includes all issuers engaged 
in the exploitation of a mineral deposit (reserve). 


Instruction—Mining companies in the exploration 
stage should not refer to themselves as development 
stage companies in the financial statements, even 
though such companies should comply with SFAS 7, 
if applicable. 


(b) Mining Operations Disclosure—Furnish the 
following information as to each of the mines, plants 
and other significant properties owned or operated, 
or presently intended to be owned or operated, by 
the registrant: 


(1) The location of and means of access to the 
property. 


(2) A brief description of the title, claim, lease or 
option under which the registrant and _ its 
subsidiaries have or will have the right to hold or 
operate the property, indicating any conditions 
which the registrant must meet in order to obtain or 
retain the property. If held by leases or options, the 
expiration dates of such leases or options should be 
stated. Appropriate maps may be used to portray the 
location of significant properties. 


(3) A brief history of previous operations, including 
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the names of previous operators, insofar as known. 


(4) A brief description of the present state of 
exploration and/or development and the present 
condition of the property. The information provided 
should describe on a property-by-property basis the: 
(i) age, (ii) details as to modernization, (iii) total cost, 
and (iv) physical condition, with respect to plants, 
equipment, including subsurface improvements 
and equipment. Mines should be identified as either 
open-pit or underground. 


(5) A brief description of the rock formations and 
mineralization of existing or potential economic 
significance on the property, including the identity of 
the principal metallic or other constituents insofar 
as known. If proven (measured) or probable 
(indicated) reserves have been established, state (i) 
the estimated tonnages and grades (or quality, 
where appropriate) of such classes of reserves, and 
(ii) the name of the person making the estimates and 
the nature of his relationship to the registrant. 
Instructions: 1. It should be stated whether the 
reserve estimate is of in-place material or of 
recoverable material. Any in-place estimate should 
be qualified to show the anticipated losses resulting 
from mining methods and beneficiation or 
preparation. 


2. The summation of proven (measured) and 
probable (indicated) ore reserves is acceptable ifthe 
difference in degree of assurance between the two 
classes of reserves cannot be reliably defined. 


3. No estimates of reserves of lesser assurance than 
proven (measured) and probable (indicated) such 
as “possible” or “inferred” should be set forth. 


(6) Describe the work already done by the registrant 
on the property and the registrant’s proposed 
program of exploration or development of the 
property. If the property is without known reserves 
and the proposed program is exploratory in nature, a 
statement to that effect should be made. 


(7) Show in tabular form to the extent reasonably 
practicable for each of the registrant's significant 
mines or, if appropriate, for each group of mines 
operating as a unit within a specific mining district or 
other limited area: 


(i) the total tonnage of production during each ofthe 


last five fiscal years and the average grade or quality 
of such production during each such year; 
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(ii) where applicable, for each of the last five fiscal 
years, the average direct operating cost for mining 
and beneficiation per ton of production, showing 
separately cost of labor, power and materials, plus 
footnotes to the table showing the aggregated 
amount of additional costs, such as depletion, 
depreciation, administration and taxes per ton of 
such production, and the average dollar value 
realized per ton of material produced; 


(iii) the source of power utilized. 


(8) Show to what degree there have been material 
changes during the last five fiscal years, to the most 
recent date practicable, in the principal deposits 
mined or the physical mining conditions and 
whether any such material changes are anticipated. 
Describe and state the significance of any such past 
or anticipated changes. 


(9) If technical terms relating to geology, mining or 
related matters whose definitions cannot be readily 
found in conventional dictionaries (as opposed to 
technical dictionaries or glossaries) are used, an 
appropriate glossary should be included in the 
registration statement. 


(10) Detailed geologic maps and reports, feasibility 
studies and other highly technical data should not be 
included in the registration statement but should be, 
to the degree appropriate and necessary for the 
Commission’s understanding of the registrant’s 
presentation of business and property matters, 
furnished as supplemental information. 


(c) Supplemental Information: 

(1) If an estimate of proven (measured) or probable 
(indicated) reserves is set forth in the registration 
statement, furnish: 

(i) maps drawn to scale showing any mine workings 
and the outlines of the reserve blocks involved 


together with the pertinent sample-assay thereon, 


(ii) all pertinent drill data and related maps, 


(iii) the calculations whereby the basic sample- 
asSay or drill data were translated into the estimates 
made of the grade and tonnage of reserves in each 
block and in the complete reserve estimate. 


Instructions—Maps and other drawings submitted 
to the staff should include: 1. A legend or explanation 
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showing, by means of pattern or symbol, every 
pattern or symbol used on the map or drawing; the 
use of the symbols used by the U.S. Geological 
Survey is encouraged: 


2. A graphical bar scale should be included; 
additional representations of scale such as “one 
inch equals one mile” may be utilized provided the 
original scale of the map has not been altered; 


3. A north arrow on maps; 


4. An index map showing where the property might 
be in relationship to the state or province, etc., in 
which it was located; 


5. Atitle of the map or drawing and the date on which 
it was drawn; 


6. In the event interpretive data is submitted in 
conjunction with any map, the identity of the 
geologist or engineer that prepared such data; 


7. Any drawing should be simple enough or of 
sufficiently large scale to clearly show all features on 
the drawing. 


(2) Furnish a complete copy of every material 
engineering, geological or metallurgical report 
concerning the registrant's property, including 
governmental reports, which are known and 
available to the registrant. Every such report should 
include the name of its author and the date of its 
preparation, if known to the registrant. 


Any of the above-required reports as to which the 
staff has access need not be submitted. In this 
regard, issuers should consult with the staff prior to 
filing the registration statement. Any reports not 
submitted should be identified in a list furnished to 
the staff. This list should also identify any known 
governmental reports concerning the registrant's 
property. 


(3) Furnish copies of all documents such as title 
documents, operating permits and easements 
needed to support representations made in the 
registration statement. 


* * KK 


Item 15. Financial Statements and Instructions 


* eK KK 
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(f) With respect to companies engaged or to be 
engaged in the mining business, attention is 
directed to the instruction to Item 7A(a)(4) 
concerning the appropriate classification of issuers 
engaged in the exploratory, development and 
production stages of mining. 


* * KK * 


PART 229—STANDARD INSTRUCTIONS FOR 
FILING FORMS UNDER SECURITIES ACT OF 1933 
AND SECURITIES EXCHANGE ACT OF 1934— 
REGULATION S-K. 


1. By amending §229.20 to amend Item 2 to read as 
follows. 


§229.20 Information required in document. 


* Ke KK * 


Item 2. Description of property. 
(a) * * * 
(b) * * * 


(c) If mining operations are material to the 
registrant’s and its subsidiaries’ business operations 
or financial position, disclose the following under 
appropriate captions in tabular form where 
practicable, with cross-references, where 
applicable, to related information in the financial 
statements: 


2(c)(1). Definitions: The following definitions apply 
to registrants engaged or to be engaged in significant 
mining operations: 


(i) Reserve: That part of a mineral deposit which 
could be economically and legally extracted or 
produced at the time of the reserve determination. 
Note: Reserves are customarily stated in terms of 
“ore” when dealing with metalliferous minerals; 
when oiher material such a< coal, oil shale, tar 
sands, limestone, etc. are involved, an appropriate 
term such as “recoverable coal” may be substituted. 


(ii) Proven (Measured) Reserves: Reserves for which 
(a) quantity is computed from dimensions revealed 
in outcrops, trenches, workings, or drill holes; grade 
and/or quality are computed from the results of 
detailed sampling and (b) the sites for inspection, 
sempling and measurement are spaced so closely 
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and the geologic character is so well defined that 
size, shape, depth, and mineral content of reserves 
are well-established. 


(iii) Probable (Indicated) Reserves: Reserves for 
which quality and grade and/or quality are 
computed from information similar to that used for 
proven (measured) reserves, but the sites for 
inspection, sampling, and measurement are further 
apart or are otherwise less adequately spaced. The 
degree of assurance, although lower than that for 
proven (measured) reserves, is high enough to 
assume continuity between points of observation. 


(iv)(a) Exploration Stage: includes all issuers 
engaged in the search for mineral deposits 
(reserves) which are not in either the development or 
production stage. 


(b) Development Stage: includes all issuers engaged 
in the preparation of an established commercially 
mineable deposit (reserve) for its extraction which 
are not in the production stage. 


(c) Production Stage: includes all issuers engaged in 
the exploitation of a mineral deposit (reserve). 


Instruction: Mining companies in the exploration 
stage should not refer to themselves as development 
stage Companies in the financial statements even 
though such companies should comply with SFAS 
No. 7. 


2(c)(2). Mining Operations Disclosure: Furnish the 
following information as to each of the mines, plants 
and other significant properties owned or operated, 
or presently intended to be owned or operated, by 
the registrant: 


(i) The location of and means of access to the 
property. 


(ii) A brief description of the title, claim, lease or 
option under which the registrant and its 
subsidiaries have or will have the right to hold or 
operate the property, indicating any conditions 
which the registrant must meet in order to obtain or 
retain the property. If held by leases or options, the 
exporation dates of such leases or options should be 
stated. Appropriate maps may be used to portray the 
location of significant properties. 


(iii) A brief history of previous operations, including 
the names of previous operators, insofar as known. 
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(iv) A brief description of the present state of 
exploration and/or development and the present 
condition of the property. The information provided 
should describe on a property-by- property basis the: 
(a) age, (b) details as to modernization (c) total cost, 
and (d) physical condition, with respect to plants, 
equipment and including subsurface improvements 
and equipment. Mines should be identified as either 
open-pit or underground. 


(v) A brief description of the rock formations and 
mineralization of existing or potential economic 
significance on the property, including the identity of 
the principal metallic or other constituents insofar 
as known. If proven (measured) or probable 
(indicated) reserves have been established, state (a) 
the estimated tonnages and grades (or quality, 
where appropriate) of such classes of reserves, and 
(b) the name of the person making the estimates and 
the nature of his relationship to the registrant. 
Instructions: 1. It should be stated whether the 
reserve estimate is of in-place material or of 
recoverable material. Any in-place estimate should 
be qualified to show the anticipated losses resulting 
from mining methods and beneficiation or 
preparation. 


2. The summation of proven (measured) and 
probable (indicated) ore reserves is acceptable if the 
difference in degree of assurance between the two 
classes of reserves cannot be reliably defined. 


3. No estimates of reserves of lesser assurance than 
proven (measured) and probable (indicated) such 
as “possible” or “inferred” should be set forth. 


4. Disclosure shall be given of the effect or 
ownership of reserves of any takeover or 
nationalization by foreign governments of properties 
owned by the registrant, including any change of 
property interest into a long-term supply, purchase 
or similar agreement. 


5. If any foreign government restricts the disclosure 
of estimated reserves for properties under its 
governmental authority, or amounts under long- 
term supply, purchase, or similar agreements, or if 
the foreign government requires the disclosure of 
reserves other than proven and probable, the 
registrant should notify the Office of Engineering, 
Division of Corporation Finance, of the Commission. 
If the required information is not disclosed or if 
categories of reserves other than proven or probable 
are disclosed for these reasons, the document 
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should identify the country, cite the law or regulation 
which restricts or requires such disclosure, and 
indicate that the reported reserve estimates or 
amounts do not include figures for the named 
country or that the reserve estimates include 
reserves other than proven or probable. 


(vi) Describe the work already done by the registrant 
on the property and the registrant’s proposed 
program of exploration or development of the 
property. If the property is without known reserves 
and the proposed program is exploratory in nature, a 
statement to that effect shall be made. 


(vil) Show in tabular form to the extent practicable 
for each of the registrant’s significant mines or, if 
appropriate, for each group of mines operating as a 
unit within a specific mining district or other limited 
area: 


(a) the total tonnage of production during each of the 
last five fiscal years and the average grade or quality 
of such production during each such year; 


(b) where applicable, for each of the last five fiscal 
years, the average direct operating cost for mining 
and beneficiation per ton of production, showing 
separately cost of labor, power and materials, plus 
footnotes to the table showing the aggregated 
amount of additional costs such as depletion, 
depreciation, administration, taxes, etc., per ton of 
such production, and the average dollar value 
realized per ton of material produced; 


(c) the source of power utilized. 


(viii) Show to what degree there have been material 
changes during the last five fiscal years, to the most 
recent date practicable, in the principal deposits 
mined or the physical mining conditions and 
whether any such material changes are anticipated. 
Describe and state the significance of any such past 
or anticipated changes. 


(ix) If technical terms relating to geology, mining or 
related matters whose definitions cannot be readily 
found in conventional dictionaries (as opposed to 
technical dictionaries or glossaries) are used, an 
appropriate glossary should be included in the 
registration statement. 


(x) Detailed geologic maps and reports, feasibility 
studies and other highly technical data should not be 
included in the registration statement but should be, 
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to the degree appropriate and necessary for the 
Commission’s understanding of the registrant's 
presentatioin of business and property matters, 
furnished as supplemental information. 


(xi) Ifthe registrant is obligated to provide a fixed and 
determinable quantity of minerals in the future 
under existing contracts or agreements, material 
information concerning the estimated availability of 
minerals from any principal sources. 


(a) Such information shall be furnished as to current 
and future reserves and supplies, and shall (A) 
identify the principal sources of minerals to be relied 
upon and the total available amount expected to be 
received from each principal source and from all 
sources combined; (B) disclose the total quantities 
of minerals which are subject to delivery 
commitments; and (C) indicate steps taken to insure 
available reserves and supplies are sufficient to 
meet such commitments. Such future information 
shall be provided for an appropriate period of one to 
five years. 


(b) The registrant should develop disclosure based 
upon the facts and circumstances of its particular 
situation, including disclosure by appropriate 
geographic areas. Such disclosure should be in a 
form understandable to investors and should 
include, but not be limited to, a description of the 
following factors: (A) significant supplies dedicated 
or contracted to the registrant; (B) any significant 
amounts of reserves or supplies subject to priorities 
or curtailments which may affect quantities 
delivered to certain classes of customers, such as 
customers receiving services under low priority and 
interruptible contracts; (C) any priority allocations or 
price limitations imposed by federal or state 
regulatory agencies, as well as other factors beyond 
the control of the registrant which may affect the 
ability of the registrant to meet its contractual 
obligations (detailed discussions of price regulation 
need not be furnished); (D) any other factors beyond 
the control of the registrant, such as competition for 
the acquisition of reserves and supplies, and the 
availability of foreign reserves and supplies which 
may affect the ability of the registrant to acquire 
additional reserves and supplies, or to maintain or 
increase the availability of reserves and supplies; 
and (E) any impact on the registrant’s earnings and 
financing needs resulting from its inability to meet 
short or long-term contractual obligations. 


(c) If within the last five years the registrant has been 
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unable to meet any significant delivery 
commitments, describe the circumstances 
concerning such events and the impact on the 
registrant. 


2(c)(3). Supplemental Information: 


General Instruction: In filings on Form 10-K, the 
supplemental information required by this Item 
2(c)(3) need only be furnished if requested by the 
staff. 


(i) If an estimate of proven (measured) or probable 
(indicated) reserves is set forth in the registration 
statement, furnish: 


(a) maps drawn to scale showing any mine workings 
and the outlines of the reserve blocks involved 
together with the pertinent sample-assay thereon, 


(b) all pertinent drill data and related maps, 


(c) the calculations whereby the basic sample-assay 
or drill data were translated into the estimates made 
of the grade and tonnage of reserves in each block 
and in the complete reserve estimate. 


Instructions—Maps and other drawings submitted 
to the staff should include: 1. A legend or explanation 
showing, by means of pattern or symbol, every 
pattern or symbol used on the map or drawing; the 
use of symbols used by the U.S. Geological Survey is 
encouraged; 


2. A graphical bar scale should be included; 
additional representations of scale such as “one 
inch equals one mile” may be utilized provided the 
original scale of the map has not been altered; 


3. A north arrow on maps; 


4. An index map showing where the property might 
be in relationship to the state or province, etc., in 
which it was located; 


5. Atitle of the map or drawing and the date on which 
it was drawn; 


6. In the event interpretive data is submitted in 
conjunction with any map, the identity of the 
geologist or engineer that prepared such data; 


7. Any drawing should be simple enough or of 
sufficiently large scale to clearly show all features on 
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the drawing. 


(ii) Furnish a complete copy of every material 
engineering, geological or metallurgical report 
concerning the registrant's property, including 
governmental reports, which are known and 
available to the registrant. Every such report should 
include the name of its author and the date of its 
preparation, if known to the registrant. 


Any of the above-required reports as to which the 
staff has access need not be submitted. In this 
regard, issuers should consult with the staff prior to 
filing the registration statement. Any reports not 
submitted should be identified in a list furnished to 
the staff. This list should also identify any known 
governmental reports concerning the registrant's 
property. 


(iii) Furnish copies of all documents such as title 
documents, operating permits and easements 
needed to support representations made in the 
registration statement. 


(Secs. 6, 7, 8, 10, 19(a), 48 Stat. 78, 79, 81, 85; secs. 
205, 209, 48 Stat. 906, 908; sec. 301, 54 Stat. 857; 
sec. 8, 68 Stat. 685; sec. 1, 79 Stat. 1051; sec. 
308(a)(2), 90 Stat. 57; secs. 12, 13, 14, 15(d), 23(a), 


48 Stat. 892, 894, 895, 901; secs. 1, 3, 8, 49 Stat. 
1375, 1377, 1379; sec. 203(a), 49 Stat. 704; sec. 
202, 68 Stat. 686; secs. 3, 4, 5, 6, 78 Stat. 565-568, 
569, 570-574; secs. 1, 2, 3, 82 Stat. 454, 455; sec. 
28(c) 84 Stat. 1435; secs. 1, 2, 3-5, 84 Stat. 1497; 
sec. 105(b), 88 Stat. 1503; secs. 8, 9, 10, 18, 89 Stat. 
117, 118, 119, 155; sec. 308(b), 90 Stat. 57; secs. 
202, 203, 204, 91 Stat. 1494, 1498, 1499, 1500; 15 
U.S.C. 77f, 77g, 77h, 77j, 77s(a), 78/, 78m, 78n, 
780(d), 78w(a)). 


The Commission hereby proposes for comment 
amendments to Form S-18 and an amendment to 
rescind Form S-3 pursuant to Sections 6, 7, 8, 10 and 
19(a) of the Securities Act of 1933. The Commission 
also proposes for comment amendments to 
Regulation S-K pursuant to all of the 1933 Act 
provisions referred to above and Sections 12, 13, 14, 
15(d) and 23(a) of the Securities Exchange Act of 
1934. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 17060A/October 6, 1980 


NOTICE OF FILING AND EFFECTIVENESS OF 
PROPOSED RULE CHANGE BY CINCINNATI STOCK 
EXCHANGE 


File No. SR-CSE-80-4 


This is to correct a material error that occurred inthe 
notice of Securities Exchange Act Release No. 
17060 (August 13, 1980) as it was published in 20 
SEC Docket 931 (August 26, 1980). The notice 
should have stated that the trading hours of the 
Cincinnati Stock Exchange will be 10:00 a.m. - 4:05 
p.m., local Cincinnati time, and not, as erroneously 
stated, 10:10 a.m. - 4:05 p.m. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES AND EXCHANGE ACT OF 1934 
Release No. 17189/October 3, 1980 


In the Matter of: 


JOHN DEES 
2550 West Cir. 
Fresno, California 93704 


Admin. Proc. File No. 3-5142 


NOTICE OF PERMANENT DISQUALIFICATION 
FROM APPEARANCE OR PRACTICE BEFORE THE 
COMMISSION 


On December 21, 1976, the Commission entered an 
order, pursuant to Rule 2(e)(3)(i) of its Rules of 
Practice, 17 C.F.R. 201.2(e)(3)(i), temporarily 
suspending John Dees, a certified public 
accountant, from appearing or practicing before the 
Commission. The order was based on a permanent 
injunction by consent entered against Mr. Dees on 
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September 28, 1976, in Securities and Exchange 
Commission v. Walter Wencke, et al., Civil Action File 
No. 76-0783T (S.D. Calif.). Mr. Dees consented to 
the permanent injunction, enjoining him from 
violating Section 17(a) of the Securities Act of 1933, 
as amended, and Sections 10(b), 13(a), 14(a), and 
14(c) of the Securities Exchange Act of 1934, 
without admitting or denying the allegations of the 
Commission’s complaint. 


Rule 2(e)(3)(ii) of the Commission’s Rules of 
Practice provides that any person temporarily 
suspended in accordance with paragraph (i) of that 
rule may, within 30 days after service upon him of 
the order of temporary suspension, petition the 
Commission to lift such suspension, but that if no 
petition has been received by the Commission within 
30 days after such service, the suspension shall 
become permanent. Mr. Dees was duly notified of 
this provision. The 30-day period expired and no 
petition to lift the suspension was filed with the 
Commission. 


Accordingly, notice is hereby given that the 
temporary suspension of John Dees has become 
permanent and that Mr. Dees is, therefore, 
disqualified from appearing or practicing before the 
Commission. 


For the Commission, by its Secretary, pursuant to 
delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17190/October 3, 1980 


NOTICE OF WITHDRAWAL OF PROPOSED RULE 
CHANGE SUBMITTED BY THE NATIONAL 
ASSOCIATION OF SECURITIES DEALERS, INC. 


File No. SR-NASD-79-4 


The National Association of Securities Dealers, Inc. 
(the “NASD”) by a letter dated September 18, 1980, 
has withdrawn a proposed rule change submitted on 
May 14, 1979 pursuant to Section 19(b)(1) of the 
Securities Exchange Act of 1934, 15 U.S.C. 
78(s)(b)(1) and Rule 19b-4 thereunder. Notice of 
the proposed rule change was given by issuance ofa 
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Commission Release, Securities Exchange Act 
Release No. 15890 (June 1, 1979) and by 
publication in the Federal Register, (44 FR 33205 
(June 8, 1979)). 


The proposed rule change would have amended 
subsection 2 of Paragraph B, Part || of Schedule D 
under Article XVI of the NASD’s By-Laws to expand 
the class of domestic securities eligible for 
temporary listing on the NASD’s automated 
quotation system (“NASDAQ”). The proposed rule 
change would have allowed for the inclusion in the 
NASDAQ System of securities exempt from 
registration under the Securities Act of 1933 (the 
“Act”) pursuant to Regulation A, provided that the 
issuer of the securities furnished the NASD with 
financial statements that would have been required 
had the company’s securities been registered with 
the Commission pursuant to the Act. In addition, the 
proposed rule change would have also required that 
such companies undertake to provide the NASD with 
quarterly and annual financial statements 
equivalent to those required to be filed by issuers 
registered with the Commission. The NASD states 
that it wishes to withdraw the proposed rule change 
because it anticipates further revisions of other 
provisions relating to NASDAQ listing standards. 


The Commission has considered the 
aforementioned letter from the NASD as a request 
for consent to the withdrawal of the referenced rule 
proposal. Accordingly, the proposed rule filing is 
withdrawn. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17191/October 3, 1980 


In the Matter of 

AMERICAN STOCK EXCHANGE, INC. 
86 Trinity Place 

New York, New York 10006 
(SR-Amex- 79-21) 


ORDER APPROVING PROPOSED RULE CHANGE 
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On December 4, 1979, the American Stock 
Exchange, Inc. filed with the Commission, pursuant 
to Section 19(b)(1) of the Securities Exchange Act of 
1934, 15 U.S.C. 78(s)(b)(1) (the “Act”) and Rule 
19b-4 thereunder, copies of a proposed rule change 
which extends, in certain instances, the time before 
a business restriction is imposed. 


Notice of the proposed rule change together with the 
terms of substance of the proposed rule change was 
given by publication of a Commission Release 
(Securities Exchange Act Release No. 34-16575, 
February 14, 1980) and by publication in the Federal 
Register (45 FR 11636, February 21, 1980). All 
written statements with respect to the proposed rule 
change which were filed with the Commission and all 
written communications relating to the proposed 
rule change between the Commission and any 
person were considered and (with the exception of 
those statements or communications which may be 
withheld from the public in accordance with the 
provisions of 5 U.S.C. §552) were made available to 
the public at the Commission’s Public Reference 
Room. 


The Commission finds that the proposed rule 
change is consistent with the requirements of the 
Act and the rules and regulations thereunder 
applicable to national securities exchanges and in 
particular, the requirements of Section 6 and the 
rules and regulations thereunder. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the above-mentioned 
proposed rule change be, and they hereby are, 
approved. 


For the Commission, by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17192/October 3, 1980 


In the Matter of the Application of 
P. LYNN DIXON 


80 West Broadway 
Salt Lake City, Utah 
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FOR REVIEW OF DISCIPLINARY ACTION TAKEN BY 
THE NATIONAL ASSOCIATION OF SECURITIES 
DEALERS, INC. 


OPINION OF THE COMMISSION 


REGISTERED SECURITIES ASSOCIATION—REVIEW 
OF DISCIPLINARY PROCEEDINGS 


Violation of Rules of Fair Practice 


Failure to Comply with Free-riding and Withholding 
Interpretation 


Where member of registered securities association 
was underwriter of offering which rose to an 
immediate aftermarket premium, and allocated 
shares of that offering to a corporation of which one 
of its registered representatives was president, held, 
sanctions imposed on representative set aside, and 
proceedings remanded to association to determine 
whether representative or any member of his 
immediate family had a prohibited ‘beneficial 
interest” in corporation’s account. 


APPEARANCES: 


Thomas G. Kimble, of Thomas G. Kimble & 
Associates, for P. Lynn Dixon. 


Frank J. Wilson, Andrew McR. Barnes and Marshall 
H. Lichtenstein, for the National Association of 
Securities Dealers, Inc. 


P. Lynn Dixon, a registered representative of a 
member firm of the National Association of 
Securities Dealers, Inc. (“NASD”), appeals from 
disciplinary action taken against him by the 
Association. The NASD found that Dixon violated its 
interpretation with respect to free-riding and 
withholding. It censured Dixon and fined him 
$1,000.! Our findings are based on an independent 
review of the record. 


The NASD’s free-riding interpretation provides that a 


member participating in a public offering of 
securities which immediately trade at a premium in 
the aftermarket (a “hot issue”) must make a bona 





'The fine was imposed on Dixon, his firm, and the 
firm’s president jointly and severally. The firm and 
its president did not appeal from the NASD’s action. 
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fide distribution of such securities to the public at 
the public offering price.2 To that end, the 
interpretation forbids the member to sell any of the 
securities to any of its associated persons (or 
members of their immediate families) or to “any 
account in which [such a person] has a beneficial 
interest.”? 


In June 1977, the firm was underwriter for a public 
offering of 1,000,000 shares of common stock of 
Tiffany Enterprises, Inc. at 10° a share, an issue 
which traded at an immediate premium in the 
aftermarket. During the offering, 5,000 shares of 
Tiffany were sold to Western Food Factories, Inc., a 
corporation of which Dixon is president. 


The NASD found that Dixon had a “beneficial 
interest” in Western’s account merely on the basis of 
the office he held with the company. In its November 
5, 1973 notice to members announcing the 
pertinent amendment to its free-riding 
interpretation, the NASD defined beneficial interest 
in an account as follows: 


“Such beneficial interest covers not only ownership 
interests, but every type of financial interest, 
including but not limited to, management fees and 
other fees based on the performance of the 
account.” 


In our view, the mere fact that Dixon had an official 
position with Western did not give him a beneficial 
interest in that corporation’s account within the 
meaning of the NASD’s_interpretation.* That 
interpretation is designed to prevent Association 
members and their associated persons from taking 
unfair advantage of their insider positions to benefit 
themselves at the expense of public customers. 
However, the beneficial interest in the Tiffany stock 
purchased by Western was ostensibly held by 
Western’s shareholders. 


On the basis of the record before us, we are unable to 
determine whether or not Dixon or any member of 
his immediate family had a beneficial interest in 
Western’s account. Under the circumstances, we 
shall set aside the sanctions imposed by the 
Association, and remand these proceedings to the 
NASD for further exploration of that issue, including, 
if necessary, the holding of additional hearings.® 


An appropriate order will issue. 


By the Commission (Chairman WILLIAMS and 
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Commissioners LOOMIS and EVANS); 


Commissioner FRIEDMAN not participating. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17192/October 3, 1980 


Admin. Proc. File No. 3-5816 


In the Matter of the Application of 
P. LYNN DIXON 

80 West Broadway 

Salt Lake City, Utah 


FOR REVIEW OF DISCIPLINARY ACTION TAKEN BY 
THE NATIONAL ASSOCIATION OF SECURITIES 
DEALERS, INC. 


ORDER REMANDING PROCEEDINGS TO 
REGISTERED SECURITIES ASSOCIATION 


On the basis of the Commission’s opinion issued this 
day, it is ORDERED that the sanctions imposed by 
the National Association of Securities Dealers, Inc. 
(“NASD”) on P. Lynn Dixon be, and they hereby are, 
set aside, and it is further 


ORDERED that these proceedings be, and they 
hereby are, remanded to the NASD’s Board of 
Governors for further action in accordance with such 
opinion. 


By the Commission. 
George A. Fitzsimmons 
Secretary 








2See NASD Manual para 2151, p. 2039-3 et seq. 
3ld. at pp. 2040-2041. 


4Cf. Norman G. Jensen, Inc. v. Federal Maritime 
Commission, 497 F.2d 1053, 1057 (C.A. 8, 1974). 


5See Section 19(e)(1)(B) of the Securities Exchange 
Act. See also Howard D. Gatliff, Securities Exchange 
Act Release No. 16680 (March 20, 1980), 19 SEC 
Docket 934, 936. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 17193/October 3, 1980 


The Securities and Exchange Commission 
announced, pursuant to Section 12(k) of the 
Securities Exchange Act of 1934 (“Exchange Act”), 
the single ten-day suspension of exchange and over- 
the-counter trading for the period commending at 
11:15 a.m. on October 3, 1980 and terminating at 
midnight on October 12, 1980. Of the securities of 
Glasrock Medical Services Corp. (“Glasrock”), a 
Georgia corporation located in Fairburn, Georgia. 


The Commission ordered the suspension of trading 
in Glasrock’s securities because of questions 
concerning unusual market activity in those 
securities and because of questions which have 
been raised concerning an undisclosed 
accumulation of a significant percentage of shares 
of the company’s outstanding common stock by a 
registered representative and numerous customers 
of his at one brokerage firm and the resulting 
potential impact on the market for Glasrock shares. 


The Commission cautions brokers, dealers, 
shareholders and prospective purchasers that they 
should carefully consider the foregoing information 
along with all other currently available information 
and any information subsequently issued by the 
company. 


Furthermore, brokers and dealers should be aware 
of the fact that, pursuant to Rule 15c2-11 under the 
Exchange Act, at the termination of the trading 
suspension, no quotation may be entered unless and 
until they have strictly compiled with all the 
provisions of such rule. If any broker or dealer has 
any questions as to whether or not he has compiled 
with such rule, he should not enter any quotation but 
immediately contact the staff of the Division of 
Enforcement of Washington, D.C. If any broker or 
dealer is uncertain as to what is required by Rule 
15c2-11, he should refrain from entering quotations 
relating to the securities in question until such time 
all of its provisions have been met. It any broker or 
dealer enters any quotation which is in violation of 
such rule, the Commission will consider the need for 
prompt enforcement action. 





86/SEC DOCKET 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 17194/October 6, 1980 


In the Matter of 


BOSTON STOCK EXCHANGE, INC. 
53 State Street 
Boston, Massachusetts 02109 


MIDWEST STOCK EXCHANGE, INC. 
120 South LaSalle Street 
Chicago, Illinois 60603 


NEW YORK STOCK EXCHANGE, INC. 
20 Broad Street 
New York, New York 10005 


(SR-BSE-80-6) 

(SR-MSE-80-15) 

(SR-NYSE-80-38) 

NOTICE OF FILING OF PROPOSED RULE CHANGES 


The Boston Stock Exchange,Inc. (“BSE”), Midwest 
Stock Exchange, Inc. (“MSE”) and New York Stock 
Exchange, Inc. (“NYSE”) submitted on September 
19, 23 and 29, 1980, respectively, proposed rule 
changes under Rule 19b-4 to facilitate the start-up of 
the Limit Order Information System (“LOIS”), an 
experimental system which would operate as a 
component of the Intermarket Trading System. LOIS 
is designed to achieve inter-market price protection 
for “away from the market” public limit orders 
against inferior-priced executions. 


Publication of the submissions is expected to be 
made in the Federal Register during the week of 
October 6, 1980. In order to assist the Commission 
to determine whether to approve the proposed rule 
changes or institute proceedings to determine 
whether the proposed rule changes should be 


disapproved, interested persons -are invited to 
submit written data, views and arguments 
concerning the submissions within 21 days fromthe 
date of the publication in the Federal Register. 
Persons desiring to make written comments should 
file six copies thereof with the Secretary of the 
Commission, Securities and Exchange Commission, 
500 North Capitol Street, Washington, DC 20549. 
Reference should be made to File No. SR-BSE-30-6, 
SR-MSE-80-15 or SR-NYSE-80-38. 
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Copies of the submissions, all subsequent 
amendments, all written statements with respect to 
the proposed rule changes which are filed with the 
Commission, and of all written communications 
relating to the proposed rule changes between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with 
the provisions of 5 U.S.C. §552, will be available tor 
inspection and copying at the Commission's Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. Copies of the filings and of any subsequent 
amendments will also be available at the principal 
office of the above-mentioned self-regulatory 
organizations. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17195/October 6, 1980 


An order has been issued granting the application of 
the American Stock Exchange, Inc. to strike the 
common stock ($.10 par value) of MEDCO JEWELRY 


CORPORATION from 
thereon. 


listing and registration 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17196/October 6, 1980 


In the Matter of 


MIDWEST STOCK EXCHANGE, INCORPORATED 
120 South LaSalle Street 
Chicago, Illinois 60603 


(SR-MSE-80-14) 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
AND ORDER APPROVING PROPOSED RULE 
CHANGE 


Pursuant to Section 19(b)(1) of the Securities 
Exchange Act of 1934, 15 U.S.C. 78s(b)(1) (the 
“Act”), notice is hereby given that on September 19, 
1980, the Midwest Stock Exchange, Incorporated 
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(“MSE”) filed with the Commission copies of a 
proposed rule change which would reinstate certain 
rules pertaining to allocation of exercise notices and 
to stock transfer taxes which were inadvertently 
deleted by a previous MSE rule filing. 


Interested persons are invited to submit written 
data, views and arguments concerning the 
submission within 21 days from the date of this 
publication. Persons desiring to make written 
comments should file six copes thereof with the 
Secretary of the Commission, Securities and 
Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549. Reference should be made 
to File No. SR-MSE-80-14. 


Copies of the submission, all subsequent 
amendments, all written statements with respect to 
the proposed rujie change which are filed with the 
Commission, and all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with 
the provisions of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission's Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. 


The Commission finds that the proposed rule 
change is consistent with the requirements of the 
Act and the rules and regulations thereunder 
applicable to national securities exchanges, and in 
particular, the requirements of Section 6 and the 
rules and regulations thereunder. 


The Commission finds good cause for approving the 
proposed rule change prior to the thirtieth day after 
the date of publication of notice of filing thereof, in 
that it would reinstate certain MSE rules which were 
inadvertently deleted by a previous MSE rule filing 
(SR-MSE-80-11) in which MSE rules regarding 
options trading were deleted but those rules 
pertaining to customer accounts were retained. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rule change 
referenced above be, and it hereby is, approved. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 17197/October 7, 1980 


SE 


SECURITIES ACT OF 1933 
Release No. 6245/October 7, 1980 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17198/October 7, 1980 


In the Matter of 


CHICAGO BOARD OPTIONS EXCHANGE, 
INCORPORATED 

LaSalle at Jackson 

Chicago, Illinois 60607 


(SR-CBOE-80-1) 
ORDER DISAPPROVING PROPOSED RULE CHANGE 


|. Introduction 


On July 8, 1980, the Commission instituted 
proceedings pursuant to Section 19(b)(2) of the 
Securities Exchange Act of 1934 (“Act”)! to 
determine whether to disapprove a proposed rule 
change (SR-CBOE-80-1) filed by the Chicago Board 
Options Exchange, Incorporated (“CBOE”) which 
would restructure the CBOE disciplinary process.” 
The proposed rule change was adopted by 
membership petition, over the opposition of the 
CBOE Board of Directors. According to the CBOE 
Market Maker Association (“Association”), the 
proponent of the proposal, the proposed 
modifications are designed to improve the 
exchange’s judicial procedures and to bring them 
into conformity with the. law and Commission 
regulations. The Association also states that the 
proposals are designed to reduce the number of 
enforcement actions brought for violations of CBOE 
rules, in particular, the rules respecting position 
limits and off-floor trades by market makers.? The 
CBOE Board of Directors unanimously opposed the 
proposal on the grounds that adoption would result 
in unnecessary delay and expense in the resolution 
of disciplinary matters, as well as instability and lack 
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of continuity in the disciplinary process.* The 
proposal was approved by a membership vote at a 
special meeting held on December 19, 1979. 


After considering the proposed rule change together 
with all comments and submissions filed with the 
Commission,> the Commission is unable to 
conclude, for the reasons discussed below, that the 
proposed rule change is consistent with Sections 
6(b)(1), 6(b)(6), 19(g)(1) and 19(h)(4) of the Act. 
Accordingly, the proposed rule change must be 
disapproved. 


ll. Summary of Proposed Rule Change 


a. Bifurcation of BCC Functions 





115 U.S.C. §78s(b)(2). 


2Notice of the commencement of the proceeding 
was given by the issuance of a Commission release, 
Securities Exchange Act Release No. 16968 (July 8, 
1980) and by publication of the Federal Register, 45 
FR 47287 (July 14, 1980). Interested persons were 
invited to submit written data, views and arguments, 
as well as rebuttals to any such submissions. 


3See Exhibit 3 to the CBOE’s Form 19b-4A, File No. 
SR-CBOE-80-1. 


4See letter dated December 5, 1979, from Walter E. 
Auch, Chairman of the Board, and Edward F. Neild, 
Chairman of the Executive Committee, to the CBOE 
membership. Exhibit 4 to CBOE Form 19b-4A, File 
No. SR-CBOE-80-1. 


‘These documents include the material prepared by 
the CBOE Market Maker Association contained in 
Exhibits 3 and 4 to the CBOE’s Form 19b-4A; a 


memorandum dated August 13, 1980, which 
contains a summary of a July 25, 1980 meeting 
between Gene Carasick, Assistant Director, Division 
of Market Regulation, and representatives of the 
CBOE Market Makers Association concerning the 
proposal; a written submission from the CBOE staff 
dated September 15, 1980; and a written 
submission from the Market Maker Association 
dated September 23, 1980. All documents were 
placed and made available in the Commission's 
public file (File No. SR-CBUE-80-1). 
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The proposal would remove the existing authority of 
the CBOE Business Conduct Committee (“BCC”) to 
initiate formal disciplinary actions, and would vest 
that authority in a new Complaint Committee (“CC”), 
composed of at least seven persons, whose sole 
function would be to determine whether or not 
probable cause exists to issue a statement of 
charges and, if so, to issue the formal charges.® 
Respondents would be entitled to an oral hearing 
before the CC, with the right to present evidence and 
to be represented by counsel.’ If a statement of 
charges is issued by the CC, a second evidentiary 
hearing would be held, this time before the BCC, to 
determine whether a violation has occurred and 
whether to accept offers of settlement. 


The proposal would eliminate the current ability of 
the BCC to hold hearings by a panel of its members 
and require the BCC to hold hearings with a full 
committee.® Action taken by the BCC would require 
the vote of a majority of its members.? Similar 
requirements would be applicable to the CC.'° 


b. Composition and Method of Selection of BCC and 
CC Members 


Eligibility for membership on the BCC and CC would 
be limited to members and Registered Options 
Principals (“ROP”) associated with members.!! 
Thus, the current practice of having a public 
representative or an officer of the CBOE on the BCC 
would be discontinued. The proposal also would 
provide for the annual election of BCC and CC 
members by the CBOE membership. Candidates for 
election to either committee would be selected by 
the CBOE Nominating Committee and additional 
candidates could be nominated by a petition signed 
by 100 members.’? Eligibility for BCC membership 
would be limited to members or ROPs who are not 
serving on the Board of Directors and who had not 
served on the Appeals Committee!’ or the Complaint 
Committee during the preceding two years. 
Similarly, a candidate for the CC could not be serving 
on the Board of Directors nor have been a member of 
the BCC of the Appeals Committee during the 
preceding two years. 


c. Attorney’s Fees 


The proposal would authorize the BCC, in its 
discretion, to award to a respondent the payment of 
reasonable expenses and attorneys fees if the BCC 
finds that there was no reasonable basis to support 
the charge brought against the respondent, or that a 
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charge was frivolous, was brought for the purpose of 
harassing the respondent or otherwise was brought 
in bad faith, or was substantially duplicative of other 
charges brought against the respondent." 


d. Review by Appeals Committee 


The rule filing would divest the Board of Directors of 
its authority to review decisions of the BCC, either on 
its own motion or on petition by a respondent. The 
proposal would place such authority in the Appeals 





®Proposed Rule 2.11. 


7In addition, respondents would be afforded the right 
to submit a written statement to the CC in opposition 
to the recommendation of the CBOE staff (proposed 
amendment to Rule 17.5); a procedure which CBOE 
already permits with respect to the current BCC at 
the probable cause stage of the disciplinary process. 


8The minimum number of BCC members would be 
increased from four to seven. 


°*Proposed amendment to Rule 17.5 
Ong. 

Proposed Rules 2.5 and 2.11. 
'2Proposed Rules 2.5 and 2.11. 


The Nominating Committee presently has 
responsibility for selecting candidates for the Board 
of Directors and all other special and standing 
committees of the CBOE. It is composed of seven 
CBOE members: six members of the Nominating 
Committee are elected by the membership and one 
member is appointed by the Chairman of the 
Executive Constitution, Article IV, Sections 4.1 and 
4.3. 


13The Appeals Committee currently has 
responsibility for conducting hearings and reviews 
with respect to member grievances against the 
CBOE relating solely to non-disciplinary matters. 
The Appeals Committee is composed of 10 
individuals: nine CBOE members and one member 
of the Board of Directors selected by the Chairman of 
the Executive Committee with the approval of the 
Board. CBOE Rule 2.11. 


'4Proposed amendment to Rule 17.8. 
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mmittee!® whose decision would be final.' 


Parte Communications 
at during the pendency of a 
“no person who is not a 
of the BCC, the Board or the Appeals 
e shall make or knowingly cause to be 
made to any person who is nota member of the BCC, 
the Board, or the Appeals Committee an ex parte 
communication relevant to the merits os 
proceedings.’”!’ Thus, the propsal would preclude all 
communications CBO E staff 
regarding the merits of any pending 
ary peepee: but would not preclude ex 
nmunications between the CBOE staff and 

eC. the sand or the Appeals Committee. 


rule filing provides th 
disciplinary proceeding, 
membe 


las 


Committe: 


the 


between 


f. Miscellaneous Amendments 
significant modifications 
ciplinary process that wo 
proposal include: (i) a 
determination by 


a be St 
requirement 
the BCC that a member 
violation be based on clear 
evidence;'® and, (ii) the imposition 


committed a 


con JAINC Ing 


three year statute of limitations for all disciplina 


actions for th 


ings, except 
| puiation.!° 


embezzlement fraud, or mani 


11. Summary of Submission Received 


The CBOE Market Maker Association stated that one 
of the concerns which prompted the proposal is its 

belief that a disproportionately large number of 
disciplinary actions are brought by the CBOE against 
its floor members, particularly market makers, when 
compared to those brought by the American Stock 
Exchange and New York Stock Exchange against 
their respective floor members. The Association also 
Stated its belief that CBOE staff resources are unduly 

irected towards market maker violations and that 


££ 


f-floor violations are not prosecuted as vigorously. 


More specific concerns exnressed by the pasion 
— Association include: the CBOE’s schedule of 
for position limit violations is too rigid; the 

ntial respondent is not informed of the nature of 

“ch larges being investigated until issued by the 

» and is not permitted to be present before the 
the CBOE staff presents its 
recommendations as to whether to issue charges; 
while the CBOE now permits a potential respondent 
to file a written submission with the BCC arguing why 


when 
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he should not be named in a statement of charges, 
only sworn testimony taken by the CBOE staff may be 
submitted;*! respondents are not permitted to be 
present when the CBOE staff presents offers of 
settlement to the BCC*?: if an offer of settlement is 
rejected by the BCC, the respondent is not informed 
of the reasons for the rejection; and appeals from 
decisions of the BCC are heard by an Appeals 
Committee of the Barod of Directors, composed of 
three Board members, and the entire Board will see 
only this committee’s recommendation, unless a 





‘Proposed amendment to Rule 17.9. 


°Of course, a respondent wishing further review 
could file a petition for review with the Commission 
under Section 19(d)(2) of the Act. 


‘7Proposed amendment to Rule 17.11 
‘'8Proposed amendment to Rule 17.5 
°Proposed amendment to Rule 17.2 


“The only comments regarding the proposal 
received during the period provided for public 
comment were conveyed by the Market Maker 
Association to Gene Carasick, Assistant Director, 
Division of Market Regulation, at a meeting in 
Chicago on July 25, 1980. Asummary of the Market 
Maker Association’s comments was placed in the 
Commission’s public file. Subsequent to the 
expiration of the comment period the CBOE staff 
filed a written submission which reiterated 
statements previously made by the CBOE Board and 
staff which were incorporated as part of the rule 
filing and the Market Maker Association filed a 
written submission which substantially reiterated 
the statements previously made by representatives 
of the Market Maker Association at the July 25 
meeting and in previous material prepared by the 
Association that was incorporated as part of the 
CBOE’s rule filing. See note 5 supra. 


“1Exhibit 4 to the CBOE’s 19b-4A which states that 
the Executive Committee, on September 14, 1979, 
had granted this right to respondents, does not 
indicate that the written submission is limited to 
sworn testimony. 


Exhibit 4 to the CBOE’s 19b-4A states that the 
Executive Committee recently granted this right to 
respondents. 
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Board member specifically requests to see the 
record. 


IV. Discussion 


Section 19(b)(2) of the Act requires the Commission 
to approve a proposed rule change of an exchange if 
it finds that the proposal is consistent with the 
applicable requirements of the Act and the rules and 
regulations thereunder. The Commission must 
disapprove a proposed rule change if it is unable to 
make such a finding. 


In its order instituting this proceeding, the 
Commission set forth the following potential 
grounds for disapproval of the proposed rule change 
under the Act: (1) Section 6(b)(1),2 which provides 
that an exchange must be so organized and have the 
Capacity to carry out the purposes of the Act, and to 
comply and to enforce compliance by its members 
and associated persons with the provisions of the 
Act, the rules and regulations thereunder, and the 
rules of the exchange; (2) Seciton 6(b)(6),74 which 
requires that exchange rules must provide that its 
members and associated persons shall be 
appropriately disciplined for violations of the Act, the 
rules and regulations thereunder, and the rules of 
the exchange; (3) 6(b)(7) which requires that 
Exchange rules must provide fair procedures for the 
disciplining of members and persons associated 
with members; (4) Section 19(g)(1)?6 which 
requires exchanges to enforce compliance by its 
members and associated persons with the Act, the 
rules and regulations thereunder and exchange 
rules; and (5) Section 19(h)(4)(A),?”?. which 
empowers the Commission to remove from office 
any officer or director of an exchange for failure, 
without reasonable justification, to enforce 
compliance with the Act, the rules thereunder and 
the rules of the exchange. 


While a self-regulatory organization enjoys flexibility 


under the Act to structure its disciplinary 
procedures, the Commission is unable to find that 
the proposed rule change is consistent with the 
requirements of the Act and, therefore, must 
disapprove the proposed rule change. Indeed, it 
appears to the Commission that the cumulative 
effect of the proposed amendments would be to 
undermine significantly the CBOE’s ability to enforce 
compliance with the Act and Commission and 
exchange rules, in derogation of its ability to 
discharge its statutory responsibilities. 
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The Commission has concluded that certain of the 
provisions of the proposed rule change regarding the 
procedures to be followed by the BCC and CC would 
substantially impair the administration of the CBOE 
disciplinary process. First, the proposal to preclude 
both the BCC and CC from acting by asubcommittee 
of their members, because of the potential difficulty 
in scheduling hearings at times convenient to all 
committee members, would likely result in fewer 
hearings and undue delays in the resolution of 
disciplinary matters. Second, the proposal to afford 
respondents the right to present evidence and 
witnesses at the CC hearing, which is convened 
solely to determine whether probable cause exists to 
issue formal charges, as well as at the BCC hearing, 
would result in a respondent effectively obtaining 
two hearings on the merits—a right not 
even provided a defendant in a criminal action. The 
Commission cannot conclude that it is either 
necessary or appropriate to permit a member to 
obtain a full adjudicatory hearing at both of these 
stages of the disciplinary process. Nor does the 
Commission believe that an adjudicatory hearing at 
the probable cause stage would enhance the 
procedural fairness of the disciplinary 
process, particularly since the CBOE permits a 
potential respondent to make a written submission 
to the BCC at the probable cause stage setting forth 
reasons why he should not be charged. Not only 
would these proposed amendments not provide any 
significant enhancement of procedural safeguards, 
but the Commission has concluded that these 
provisions will likely result in unnecessary delay and 
expense in the resolution of CBOE disciplinary 
matters. Accordingly, on balance, the Commission is 
unable to find that these provisions are consistent 
with Sections 6(b)(1), 6(b)(6) and 19(g)(1) of the 
Act. 


The Commission is concerned that other provisions, 
by excluding the CBOE Board of Directors from any 
meaningful role in the disciplinary process, would 





315 U.S.C. 78f(b((1). 
415 U.S.C. 78f(b)(6). 
515 U.S.C. 78f(b)(7). 
7615 U.S.C. 78s(g)(1). 


2715 U.S.C. 78s(h)(4)(A). 
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undermine the ability of the CBOE Board of Directors 
effectively to enforce compliance with the Act, the 
rules thereunder and CBOE rules, as contemplated 
by Section 19(b)(4) of the Act. The annual election of 
CC and BCC members by the CBOE membership, 
taken together with the elimination of the authority of 
the Executive Committee Chairman to remove 
disciplinary committee members and the 
elimination of the authority of the Board to review 
BCC decisions, would preclude any oversight by the 
Board to ensure that committee members discharge 
their responsibilities. Members of the BCC currently 
are selected by the Board*® which, as such, has a 
responsibility to ensure enforcement of the 
provisions of the Act, the rules thereunder and 
exchange rules. Thus, the Board has a duty to select 
persons to serve on disciplinary committees who are 
likely to discharge their responsibilities in a fair and 
impartial manner and to remove members who do 
not. 


These provisions would preclude the CBOE Board 
from taking steps to ensure that the members of the 
CC and BCC discharge their obligations. In order for 
the Board to carry out its responsibilities under the 
Act, however, it must retain some measure of control 
over the exchange disciplinary process to ensure 
that individuals serving on disciplinary panels 
responsibly discharge their obligations. The 
Commission believes that the elimination of the 
Board’s authority in this regard would impede the 
CBOE’s ability to enforce compliance with the Act, 
the rules thereunder and exchange rules, and to 
ensure that members who violate the provisions are 
appropriately disciplined. In addition, it would be 
virtually impossible for the Board to discharge its 
responsibilities under the Act. In light of the above, 
the Commission is unable to conclude that the 
provisions requiring that committee members be 
elected annually by the membership and limiting 
the authority of the Board of Directors and the 
Chairman of the Executive Committee are consistent 
with Sections 6(b)(1), 6(b)(6), 19(g)(1) and 19(h)(4) 
of the Act. 


The Commission has concluded that other 
provisions would erect procedural hurdles that 
would undermine the effectiveness of the CBOE 
disciplinary process and, at the same time, are not 
necessary to ensure procedural fairness to 
respondents in CBOE disciplinary matters. First, the 
BCC would be required to apply a clear and 
convincing standard of evidence in all disciplinary 
proceedings. The Commission, however, currently 
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applies that standard only in proceedings involving 
fraud, pending a final determination by the Supreme 
Court in Steadman v. Securities and Exchange 
Commission,?? as to the appropriate standard of 
proof in administrative proceedings brought by the 
Commission for violations of the anti-fraud 
provisions of the federal securities law. The 
Commission applies the lesser, preponderance of 
the evidence standard for all other administrative 
proceedings. Thus, the proposed rule change would 
result in the CBOE applying a more rigorous 
standard of proof in disciplinary proceedings 
brought to enforce exchange rules and the federal 
securities laws than the Commission applies in its 
review of self-regulatory organization disciplinary 
actions or in its own administrative proceedings 
brought to enforce the federal securities laws, at 
least with respect to proceedings that do not involve 
the anti-fraud provisions.*° 


As a result, the Commission would be forced to 
expend its already limited resources to investigate 
and bring its own proceedings for violations of the 
securities laws and regulations that were not 
prosecuted successfully by the exchange because of 





7The Commission notes that while the CBOE 
currently permits a public representative to sit on its 
BCC, the proposal would preculde a_ public 
representative from sitting on either the CC or BCC. 


29603 F.2d 1126 (5th Cir. 1978). There is a split of 
authority on whether the Commission must apply a 


clear and convincing standard of proof in its 
admininstrative proceedings involving allegations of 
violations of the anti-fraud provisions of the federal 
securities laws. Compare Collins Securities 
Corporation v. Securities and Exchange 
Commission, 562 F.2d 820 (D.C. Cir. 1977) with 
Steadman v. Securities and Exchange Commission, 
supra. The Supreme Court has granted certiorari in 
Steadman to decide this question. 48 U.S.L.W. 3693 
(April 29, 1980). 


3°Moreover, for the reasons set forth in the 
Commission’s brief in the Steadman case, the 
Commission believes that the preponderance of the 
evidence standard, which is the standard best 
calculated to arrive at correct factual 
determinations, is the appropriate standard of proof 
in proceedings brought to enforce the securities 
laws. 
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the imposition of the stricter standard of proof.*! This 
result is inconsistent with the statutorily prescribed 
scheme of self-regulation under which self- 
regulatory organizations have primary responsibility 
to enforce compliance with the securities laws by 
disciplining their members and associated persons. 
Accordingly, the Commission is unable to conclude 
that this proposal is consistent with Sections 6(b)(1), 
6(b)(6) and 19(g)(1) of the Act. 


Second, the proposed three year statute of 
limitations for the initiation of disciplinary actions 
would require the Commission to assume sole 
responsibility for enforcing violations discovered 
subsequent to the expiration of the statute of 
limitations, and, therefore, also is inconsistent with 
the CBOE’s primary responsibility to govern its 
membership under Sections 6(b)(1), 6(b)(6) and 
19(g)(1) of the Act. Moreover, as a general policy 
matter, because self-regulatory organization 
disciplinary actions, like Commission enforcement 
actions, are remedial in nature and are brought in 
the public interest, the Commission believes that 
there should be no statute of limitations for the 
prosecution of such violations, regardless of their 
nature.** The Commission’s authority under Section 
19(e)(1)(B) of the Act to cancel, reduce or require 
remission of any sanction which it determines to be 
excessive or oppressive provides sufficient 
protection against unfairness that might result from 
the initiation of actions that have been unreasonably 
delayed. 


Finally, while tne proposal was intended to prohibit 
ex parte communications between the CBOE staff 
and the Board of Directors, the Appeals Committee 
or the BCC, its language would instead prohibit all ex 
parte communications between CBOE staff 


members regarding pending disciplinary 
proceedings. Such a provision would effectively 
preclude the CBOE staff from conducting an 
investigation. Consequently, the Commission has 
determined that this proposal is inconsistent with 
Sections 6(b)(1), 6(b)(6) and 19(g)(1) of the Act.*° 


IV. Conclusions 


For the reasons set forth above, the Commission has 
concluded that the proposed rule change would 
substantially diminish the effectiveness of the CBOE 
disciplinary program and would impede the ability of 
the CBOE and its Board of Directors and officers to 
discharge their responsibilities under the Act. 
Accordingly, the Commission is unable to conclude 
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that the proposed rule change is consistent with 
Sections 6(b)(1), 6(b)(6), 19(g)(1) and 19(h)(4) of 
the Act. 


The Commission believes that while the CBOE 
Market Maker Association may have intended the 
proposed rule change to remedy a number of 
legitimate concerns, those objectives cannot be 
achieved, consistent with the Act, by making it 
procedurally difficult or otherwise discouraging the 
CBOE from enforcing its rules and the federal 
securities laws. While certain portions of the 
proposed rule change if viewed in isolation may in 
fact represent acceptable changes to the CBOE 
disciplinary process, the conclusions that the 
Commission has reached today reflect a 
Commission judgment that the overall effect of the 
instant proposals, as filed, would be to substantially 
reduce the effectiveness of a heretofore effective 
CBOE disciplinary program. The Commission 
encourages the proponents of the rule proposal to 
meet with the CBOE staff to address its legitimate 
concerns in a more constructive manner. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rule change 
(SR-CBOE-80-1) to modify the CBOE disciplinary 
process, be, and hereby is, disapproved. 


By the Commission. 


George A. Fitzsimmons 
Secretary 








31The Commission also might find it necessary to 
bring proceedings under Section 21(d) to enforce 
the exchange’s rules. 


32The Act does not expressly provide a statute of 
limitations for actions brought under its provisions 
with the exception of private actions brought under 
Sections 9 and 18 (15 U.S.C. 78 1, r), which provide 
that a private action must be brought within one year 
of discovery of the facts constituting the violation 
and within three years after such violation occurred. 


33While the CBOE and the Market Maker Association 
were informed of the unintended effect of this 
provision, it was not amended to reflect its true 
intent, and, thus, must be considered by the 
Commission as submitted. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 17199/October 7, 1980 


NOTICE OF FILING AND EFFECTIVENESS OF 
PROPOSED RULE CHANGE BY MUNICIPAL 
SECURITIES RULEMAKING BOARD 


File No. SR-MSRB-80-9 


The Municipal Securities Rulemaking Board (the 
“MSRB”) submitted on October 1, 1980, a proposed 
rule change under Rule 19b-4 (17 CFR 240.19b-4) to 
amend MSRB rule A-13 by increasing the 
underwriting assessment fee payable to the MSRB 
by municipal securities brokers and municipal 
securities dealers from .001% to .003% of the par 
value of a new issue. The proposed rule change 
would apply to ali new issues of municipal securities, 
with a par value of $1,000,000 or more and a final 
stated maturity of not less than two years from the 
date of the securities, which a municipal securities 
broker or municipal securities dealer, on or after 
October 1, 1980, contracted to purchase from an 
issuer. 


The foregoing rule change has become effective, 
pursuant to Section 19(b)(3)(A) of the Securities 
Exchange Act of 1934. At any time within sixty days 
of the filing of such proposed rule change, the 
Commission may summarily abrogate such rule 
change if it appears to the Commission that such 
action is necessary or appropriate in the public 
interest, for the protection of investors, or otherwise 
in furtherance of the purposes of the Securities 
Exchange Act of 1934. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
October 13, 1980. In order to assist the Commission 
in determining whether to abrogate the proposed 
rule change, interested persons are invited to submit 
written data, views and arguments concerning the 
submission within 21 days from the date of 
publication in the Federal Register. Persons desiring 
to make written comments should file six copies 
thereof with the Secretary of the Commission, 

ecurities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-MSRB-80-9. 


Copies of the submission, all subsequent 
amendments, all written statements with respect to 
the proposed rule change which are filed with the 
Commission, and of all written communications 
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relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with 
the provisions of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street N.W., Washington, 
D.C. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17200/October 7, 1980 


NOTICE OF FILING OF PROPOSED AMENDMENT TO 
THE PLAN FOR THE PURPOSE OF CREATING AND 
OPERATING AN INTERMARKET COMMUNICA- 
TIONS LINKAGE 


File No. 4-208 


On September 3, 1980, the participants in the 
Intermarket Training System (“ITS”)! filed with the 
Commission an amendment (“Amendment”) to the 
Plan for the Purpose of Creating and Operating an 
Intermarket Communications Linkage (“ITS Plan”).? 
The ITS is an experimental market linkage facility 
which links participating market centers and 
provides facilities and procedures for (1) routing of 
commitments to trade and administrative messages 
between and among the participants, and (2) 
participation, under certain conditions, by members 
of all participant markets in opening transactions in 
those markets.? 





‘The participants include the American, Boston, 
Midwest, New York, Pacific and Philadelphia Stock 
Exchanges. 


“The ITS Plan and amendments thereto are 
contained in File No. 4-208. 


3The ITS Plan was first approved on an interim basis 
in 1978. Securities Exchange Act Release No. 14661 
(April 14, 1978), 43 FR 17419. Approval on a 
temporary basis has been extended through January 
31, 1983. Securities Exchange Act Release No. 
16214 (September 21, 1979), 44 FR 56069. 
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The Amendment would provide the ITS Operating 
Committee* with authority to implement and 
administer a pilot program with respect to the Pre- 
Opening Application created under the terms of the 
ITS Plan.> The pilot would be designed to determine 
the appropriateness of effecting the Pre-Opening 
Application based on proce parameters outside the 
previous trading day’s closing price which are other 
than those currently contained in the ITS Plan and 
shortening the period of time after which an 
inquiring specialist may open a stock in his market 
after inquiring of other specialists. The pilot only 
may be implemented if the price and time 
parameters selected to be used in the pilot are 
agreed to by all members of the ITS Operating 
Committee. In addition, the authority granted to the 
ITS Operating Committee will expire six months after 
Commission approval of the Amendment, unless 
extended by unanimous consent of the ITS 
participants. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
October 13, 1980. In order to assist the Commission 
in determining whether to approve the Amendment, 
interested persons are invited to submit written data, 
views and arguments concerning the submission 


within 30 days from the date of publication in the 
Federal Register. Persons desiring to make written 
comments should file six copies thereof with the 
Secretary of the Commission, Securities and 
Exchange Commission, 500 North Capitol Street, 





‘The ITS Operating Committee includes one 


member from each ITS participant. 


5See Section 5(b) of the ITS Plan. The Pre-Opening 
Application enables a specialist on one ITS 
participant to obtain any pre-opening interest of 
specialists on other participants. Currently, a 
specialist arranging an opening transaction is 
required to inquire of interest from other specialists 
whenever he determines that the opening 
transaction in his market in a stock traded in the ITS 
will be at a price which is more than one-quarter of a 
point away from the closing price on the previous 
trading day. The inquiring specialist is prohibited 
from opening the stock until not less than five 
minutes after inquiring of other specialists. 


See 17 C.F.R. §240.24b-2. 


’See Pub. L. No. 87-592, 76 Stat. 394 (15 U.S.C. 
§78d-1); 17 CFR §200.30-3(a)(29). 
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Washington, D.C. 20549. Reference should be made 
to File No. 4-208. 


Copies of the submission, including all 
amendments, all written statements with respect to 
the Amendment which are filed with the 
Commission, and of all written communications 
relating to the Amendment between the 
Commission and any person, other than those which 
may be withheld from the public,® will be available 
for inspection and copying at the Commission's 
Public Reference Room, 1100 L Street, N.W., 
Washington, D.C. 20549. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority.’ 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17201/October 8, 1980 


In the Matter of Applications of the 
BOSTON STOCK EXCHANGE, INC. 


For Unlisted Trading Privileges 
Securities Exchange Act of 1934 


FINDINGS AND ORDER GRANTING APPLICATIONS 
FOR UNLISTED TRADING PRIVILEGES 


The Boston Stock Exchange, Inc. (“BSE”) has filed 
applications with the Commission pursuant to 
Section 12(f)(1)(B) of the Securities Exchange Act of 
1934 (“Act”) and Rule 12f-1 [17 CFR 240.12f-1] 
thereunder, for unlisted trading privileges in the 
following securities which are listed on one or more 
other national securities exchanges:! 


Cox Broadcasting Corporation, common, $1 Par 
Value (File No. 7-5032); 

American Brands, Inc., $2.67 Cum. Conv. Pfd., No 
Par Value (File No. 7-5104); 

Georgia-Pacific Corporation, Series A Adjustable 
Rate, Conv. Pfd. (File No. 7-5105); 





‘Notice of these applications has been given by 
publication in the Federal Register. 
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McDermott (J. Ray) & Co., Inc., $2.20 Series A 
Cum. Conv. Pfd., $1 Par Value (File No. 7-5106); 

Reynolds (R.J.) Industries, Inc., $2.25 Cum. Conv. 
Pfd., No Par Value (File No. 7-5107); 

Aloha Airlines Inc., common, $1.25 Par Value (File 
No. 7-5470); 

Barber Oil Corporation (Del.), common, No Par 
Value (File No. 7-5471); 

Berven Carpets Corp., common, $.10 Par Value 
(File No. 7-5472); 

California Portland Cement Co., capital, $5 Par 
Value (File No. 7-5473); 

Conrac Corp., common, $.50 Par Value (File No. 7- 
5474); 

Dillingham Corp., common, No Par Value (File No. 
7-5475); 

Financial Corp. of Santa Barbara, capital, $1 Par 
Value (File No. 7-5476); 

Gap Stores Inc. (The), common, $.05 Par Value 
(File No. 7-5477); 

Genisco Technology Corp., common, $.50 Par 
Value (File No. 7-5478); 

Golden Nugget Inc., common, $.833 Par Value 
(File No. 7-5479); 

Golden West Homes, Inc., common, No Par Value 
(File No. 7-5480); 

Kinark, common, $.10 Par Value (File No. 7-5481); 

McKeon Construction, common, $1 Par Value (File 
No. 7-5482); 

Mesta Machine Co., common, $5 Par Value (File 
No. 7-5483); 

Mission Insurance Group, Inc., common, No Par 
Value (File No. 7-5484); 

Movielab, Inc., common, $.50 Par Value (File No. 
7-5485); 

National Medical Enterprise Inc. (NV), common, 
$.05 Par Value (File No. 7-5486); 

North American Royalties, Inc., common, $1 Par 
Value (File No. 7-5487); 

Omark Industries, Inc., common, No Par Value 
(File No. 7-5488); 

Pogo Producing Company, common, $1 Par Value 
(File No. 7-5489); 

SSP Industries, common, $1 Par Value (File No. 7- 
5490); 

Salem Corporation, common, $.50 Par Value (File 
No. 7-5491); 

Sharon Steel Corp., common, $.014 Par Value (File 
No. 7-5492); 

Stanwood Corp., common, $1 Par Value (File No. 
7-5493); 

Thriftimart, Inc., 5% Cum. Part. Class A, $1 Par 
Value (File No. 7-5494); 

Transcon Lines, common, $.31-1/4 Par Value 
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(File No. 7-5495); 

Trico Industries, Inc., common, $.50 Par Value 
(File No. 7-5496); 

URS Corp., common, $.25 Par Value (File No. 7- 
5497); 

Unimax Group Inc., common, $.75 Par Value (File 
No. 7-5498); 

Vernitron Corp. (Del.), common, $.10 Par Value 
(File No. 7-5499); 

Wallace Murray Corp., common, $3.75 Par Value 
(File No. 7-5500); 

American Stores Company, common, $1 Par 
Value (File No. 7-5133); 

Burns (R.L.) Corp., common, $.10 Par Value (File 
No. 7-5153); 

Executive Industries, Inc., common, $.125 Par 
Value (File No. 7-5154); 

Federal Resources Corp., common, $.50 Par Value 
(File No. 7-5155); 

Financial Federation Inc., capital, $1 Par Value 
(File No. 7-5156); 

Frigitronics Inc., common, $.10 Par Value (File No. 
7-5157); 

Fuqua Industries Inc., common, $1 Par Value (File 
No. 7-5158); 

GDV Inc., common, $1 Par Value (File No. 7-5159); 

General American Oil Co. of Texas, common, $1 
Par Value (File No. 7-5160); 

General Exploration Co., common, $1 Par Value 
(File No. 7-5161); 

Genstar Ltd., common, No Par Value (File No. 7- 
5162); 

Gerber Products Co., common, $2.50 Par Value 
(File No. 7-5163); 

Golden West Financial Corp., common, $.10 Par 
Value (File No. 7-5164); 

Granger Association, capital, $1 Par Value (File 
No. 7-5165); 

Great Basins Petroleum Co., common, $.40 Par 
Value (File No. 7-5166); 

Grow Group, Inc., common, $.10 Par Value (File 
No. 7-5167); 

Guardian Industries Corp., common, $1 Par Value 
(File No. 7-5168); 

Hecla Mining Co., common, $.25 Par Value (File 
No. 7-5170); 

Heileman (G) Brewing Co., Inc., common, $1 Par 
Value (File No. 7-5171); 

House of Fabrics, Inc. (Del.), common, No Par 
Value (File No. 7-5172); 

Humana Inc., common, $.16-2/3 Par Value (File 
No. 7-5173); 

International Banknote Co., Inc., common, $1 Par 
Value (File No. 7-5174); 
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Interstate Power Co., common, $3.50 Par Value, 
(File No. 7-5175); 

lowa-lIllinois Gas & Electric Co., common, $1 Par 
Value (File No. 7-5176); 

IPCO Corp., common, $1 Par Value (File No. 7- 
5177); 

Kaiser Steel Corp., common, $.66-2/3 Par Value 
(File No. 7-5178); 

Keene Corp. (N.Y.), common, $.10 Par Value (File 
No. 7-5179); 

Lehman Corp. (The), capital, $1 Par Value (File No. 
7-5180); 

Lennar Corp., common stock, $.10 Par Value (File 
No. 7-5181); 

Macrodyne Industries, Inc., common, $.10 Par 
Value (File No. 7-5182); 

Marshall Field & Co., common, $1 Par Value (File 
No. 7-5183); 

Measurex Corp., common, No Par Value (File No. 
7-5184); 

Mesa Petroleum Co., common, $1 Par Value (File 
No. 7-5185); 

Mission Investment Trust, shares of beneficial 
interest, $1 Par Value (File No. 7-5186); 

Mitchell Energy & Development Corp., common, 
$.10 Par Value (File No. 7-5187); 

Narco Scientific, Inc., common, $1 Par Value (File 
No. 7-5188); 

New Idria, Inc., capital, $.50 Par Value (File No. 7- 
5189); 

Nortek, Inc., common, $1 Par Value (File No. 7- 
5190); 

Northwest Energy Co., common, $1 Par Value (File 
No. 7-5191); 

Oklahoma Natural Gas Co., common, No Par Value 
(File No. 7-5192); 

Pacific Lumber Co. (The), common, $1-1/9 Par 
Value (File No. 7-5193); 

Pargas Inc., common, $1 Par Value (File No. 7- 
5194); 

Piedmont Aviation, common, $1 Par Value (File 
No. 7-5195); 

Presley Companies (The), common, $.25 Par 
Value (File No. 7-5196); 

RLC Corp., common, $1 Par Value (File No. 7- 
5197); 

Republic Corp., common, $2.50 Par Value (File 
No. 7-5198); 

Royal Crown Companies Inc., common, $1 Par 
Value (File No. 7-5200); 

Sabine Corp., common, No Par Value (File No. 7- 
5201); 

Seatrain Lines Inc., capital, $1 Par Value (File No. 
7-5202); 
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Shapell Industries Inc., common, $1 Par Value 
(File No. 7-5203); 

Shearson Loeb Rhodes Inc., common, $.10 Par 
Value (File No. 7-5204); 

Southeastern Public Service Co., common, $1 Par 
Value (File No. 7-5206); 

Specialty Restaurants Corp., common, $1 Par 
Value (File No. 7-5205); 

Standard-Pacific Corp., common, $.25 Par Value 
(File No. 7-5207); 

Steego Corp., common, $.10 Par Value (File No. 7- 
5208); 

Transco Companies Inc., common, $.50 Par Value 
(File No. 7-5210); 

Tubos de Acero de Mexico, S.A., ADR’s common, 
50 Mexican Pesos Par Value (File No. 7-5211); 

Tyler Corp., common, $.10 Par Value (File No. 7- 
5212); 

United Foods, Inc., common, $1 Par Value (File 
No. 7-5213); 

Univar Corp., common, $.33-1/3 Par Value (File 
No. 7-5214); 

Washington Gas Light Co., common, No Par Value 
(File No. 7-5215); 

Westcoast Transmission Co., Ltd., common, No 
Par Value (File No. 7-5216); 

Wheeling-Pittsburgh Steel Corp., common, $10 
Par Value (File No. 7-5217); 

Zurn Industries, Inc., common, $.50 Par Value 
(File No. 7-5218); 

Wyly Corporation (New), common, $.10 Par Value 
(File No. 7-5069); 

Fluor Corp. (Del.), common, $.62-1/2 Par Value 
(File No. 7-5070); 

UNC Resources, Inc. (Va.), common, $.20 Par 
Value (File No. 7-5071); 

Savin Corp. (Del.), common, $.10 Par Value (File 
No. 7-5072); 

Alco Standard Corp., common, No Par Vaiue (File 
No. 7-5077); 

Barry Wright Corp., common, $1 Par Value (File 
No. 7-5078); 

Caesar’s World, Inc., common, $.10 Par Value (File 
No. 7-5080); 

Cessna Aircraft Co., common, $1 Par Value (File 
No. 7-5081); 

Charter Co. (The), common, $1 Par Value (File No. 
7-5082); 

Church's Fried Chicken, common, $.12 Par Value 
(File No. 7-5083); 

Computer Sciences Corp., common, $1 Par Value 
(File No. 7-5084); 

Data Terminal Systems, Inc., common, $.20 Par 
Value (File No. 7-5085); 
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Hall (Frank B.) & Co., Inc., common, $.50 Par 
Value (File No. 7-5086); 

International Rectifier Corp., common, $1 Par 
Value (File No. 7-5088); 

Levi Strauss & Co., common, $1 Par Value (File No. 
7-5089); 

Maryland Cup Corp., capital, $.33-1/3 Par Value 
(File No. 7-5090); 

Parker Drilling Co., common, $1 Par Value (File 
No. 7-5091); 

Playboy Enterprises, Inc., common, $1 Par Value 
(File No. 7-5092); 

Prime Computer Inc., common, $.0125 Par Value 
(File No. 7-5093); 

Sambo’s Restaurant, Inc., common, No Par Value 
(File No. 7-5094); 

Saxon Industries, Inc., common, $.25 Par Value 
(File No. 7-5095); 

Shaklee Corp., common, No Par Value (File No. 7- 
5096); 

Storage Technology Corp., common, $1 Par Value 
(File No. 7-5097); 

Sun Company, The, common, No Par Value (File 
No. 7-5098); 

Texas International Co., common, $.25 Par Value 
(File No. 7-5099);: 

United Inns, Inc., common, $ Par Value (File No. 7- 
5100); 

Webb (Del E.) Corp., common, No Par Value (File 
No. 7-5101); 

Wickes Corp., (The), common, $2.50 Par Value 
(File No. 7-5102); 

Amdauhl Corp. (Del.), common, $.05 Par Value 
(File No. 7-5042); 

Arrow Electronics, Inc., common, $1 Par Value 
(File No. 7-5043); 

Arvin Industries, Inc. (Ind.), common, $2.50 Par 
Value (File No. 7-5044); 

Datapoint, Corp., common, $.25 Par Value (File 
No. 7-5045);: 

General Host Corp., common, $1 Par Value (File 
No. 7-5046); 

Itel Corp., common, $1 Par Value (File No. 7- 
5047); 

Lincoln National Corp. (Ind.), common, $2.50 Par 
Value (File No. 7-5048); 

Memorex Corp., common, $1 Par Value (File No. 7- 
5049); 

NLT Corp., common, $5 Par Value (File No. 7- 
5050); 

Genuine Parts Co., common, $1 Par Value (File No. 
7-5060); 


Systron Dohner Corp. (Del.), common, No Par 
Value (File No. 7-5061); 


98/SEC DOCKET 


Teradyne, Inc., common, $.125 Par Value (File No. 
7-5062); 

lhop Corp., common, $1 Par Value (File No. 7- 
4906); 

American Medical International Inc., common, $1 
Par Value (File No. 7-4910); 

Development Corporation of America, common, 
$.10 Par Value (File No. 7-4911); 

Best Products Co., Inc., common, $1 Par Value 
(File No. 7-5584); 

Browning-Ferris Industries, Inc., common, $.16- 
2/3 Par Value (File No. 7-5585); 

Carolina Freight Carriers Corp., common, $.50 Par 
Value (File No. 7-5586); 

Cenco Incorporated, common, $1 Par Value (File 
No. 7-5587); 

Centronics Data Computer Corp., common, $.01 
Par Value (File No. 7-5588); 

Cetec Corp., common, No Par Value (File No. 7- 
5589); 

Coleman Company, Inc., common, $5 Par Value 
(File No. 7-5590); 

Collins Foods International Inc., common, $.10 
Par Value (File No. 7-5591); 

Adams-Millis Corporation, common, No Par Value 
(File No. 7-5573); 

Albertson’s Inc., common, $1 Par Value (File No. 
7-5574); 

American Medical Buildings, Inc., common, $.10 
Par Value (File No. 7-5576); 

Ampco Pittsburgh Corp., common, $1 Par Value 
(File No. 7-5577); 

Applied Digital Data Systems, Inc., common, $.01 
Par Value (File No. 7-5578); 

Arcata Corp., common, $.25 Par Value (File No. 7- 
5579); 

Baldwin Securities Corp., common, $.01 Par Value 
(File No. 7-5580); 

Ball Corporation, common, $2.50 Par Value (File 
No. 7-5581); 

Baruch Foster Corp., common, $.50 Par Value 
(File No. 7-5582); 

Bergen Brunswig Corp., Class A Common Stock, 
No Par Value (File No. 7-5583); 

Texas Eastern Corp., common, $3.50 Par Value 
(File No. 7-4912); 

United Energy Resources, Inc., common, $1 Par 
Value (File No. 7-4913); 

Utah Power and Light Co., common, $12.80 Par 
Value (File No. 7-4914); 

APL Corp., common, $.10 Par Value (File No. 7- 
5135); 


AZL Resources, Inc., common, No Par Value (File 
No. 7-5136); 
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Alaska Airlines, Inc., common, $1 Par Value (File 
No. 7-5137); 

Amrep Corp., common, $.10 Par Value (File No. 7- 
5138); 

Bancal Tri-State Corp., common, $15 Par Value 
(File No. 7-5139); 

Bandag, Inc., common, $1 Par Value (File No. 7- 
5140); 

Bangor Punta Corp., common, $1 Par Value (File 
No. 7-5141); 

Craig Corp., common, $.25 Par Value (File No. 7- 
5142); 

DWG Corp., common, $1 Par Value (File No. 7- 
5143); 

Deltona Corp., common, $1 Par Value (File No. 7- 
5144); 

Mobil Corp., common, $7.50 Par Value (File No. 7- 
5145); 

Moore McCormack Resources, Inc., common, 
$2.50 Par Value (File No. 7-5146); 

Fleetwood Enterprises, Inc. (Del.), capital, $1 Par 
Value (File No. 7-5030); 

American Natural Resources, common, $1 Par 
Value (File No. 7-4770); 

Cordura Corp. (Del.), common, No Par Value (File 
No. 7-4771); 

Penn Central Corp., common, $1 Par Value (File 
No. 7-5131); 

North Canadian Oils Ltd., common, $.25 Par Value 
(File No. 7-5619); 

Northern California Savings and Loan Association, 
capital, No Par Value (File No. 7-5620); 

Overseas Shipholding Group, Inc., common, $1 
Par Value (File No. 7-5621); 

Palm Beach Incorporated, common, $.25 Par 
Value (File No. 7-5622); 

Peoples Drug Stores, Inc., common, $1 Par Value 
(File No. 7-5623); 

Petro-Lewis Corporation, common, $1 Par Value 
(File No. 7-5624); 

Philadelphia Suburban Corp., common, $1 Par 
Value (File No. 7-5625); 

Plantronics, Inc., common, No Par Value (File No. 
7-5626); 

Commercial Alliance Corp., common, $.10 Par 
Value (File No. 7-5592); 

Cooper Laboratories, Inc., 
Value (File No. 7-5593); 

Copperweld Corp., common, $2.50 Par Value (File 
No. 7-5594); 

Crystal Oil-Co., common, $1 Par Value (File No. 7- 
5595); 

Cubic Corp., capital, No Par Value (File No. 7- 
5596); 


common, $.10 Par 
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Dayton-Hudson Corp., common, $1 Par Value (File 
No. 7-5597); 

Dutch Boy Inc., common, No Par Value (File No. 7- 
5598); 

Ehrenreich Photo-Optical Industries, 
common, $.10 Par Value (File No. 7-5599); 

Elixir Industries, common, $1 Par Value (File No. 
7-5600); 

Elsinore Corp., common, No Par Value (File No. 7- 
5601); 

Farah Manufacturing Co., Inc., common, $4 Par 
Value (File No. 7-5602); 

Fidelity Financial Corporation, common, $1 Par 
Value (File No. 7-5603); 

Financial Corporation of America, common, $.50 
Par Value (File No. 7-5604); 

Fotomat Corporation, common, $.10 Par Value 
(File No. 7-5605); 

Friendly Frost Inc., common, $.10 Par Value (File 
No. 7-5606); 

Greit Realty Trust, Shares of Beneficial Interest, 
No Par Value (File No. 7-5607); 

Harnischfeger Corp., common, $1 Par Value (File 
No. 7-5608); 

Hershey Foods Corp., common, No Par Value (File 
No. 7-5609); 

Instrument Systems Corp., common, $.25 Par 
Value (File No. 7-5610); 

International Controls Corp., common, $.10 Par 
Value (File No. 7-5611); 

lowa Public Service Co., common, $5 Par Value 
(File No. 7-5612); 

Marshall Industries, common, $1 Par Value (File 
No. 7-5613); 

Mite Corp., common, $1 Par Value (File No. 7- 
5615); 

Mortgage Trust of America, Shares of Beneficial 
Interest, $1 Par Value (File No. 7-5616); 

National Mine Service Co., common, $1 Par Value 
(File No. 7-5617); 

Niagara Share Corp., common, $1 Par Value (File 
No. 7-5618); 

Atlantic City Electric, common, $3 Par Value (File 
No. 7-5711); 

Audiotronics Corp., common, $1 Par Value (File 
No. 7-5712); 

C.H.B. Foods, Inc., common, $1 Par Value (File No. 
7-5713); 

C P National Corp., common, $5 Par Value (File No. 
7-5714); 

Earth Resources Co., common, No Par Value (File 
No. 7-5715); 

Energy & Utility Shares, Inc., common, $1 Par 
Value (File No. 7-5716); 


Inc., 
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Gulf Resources & Chemical Corp., common, $.10 
Par Value (File No. 7-5717); 

Juniper Petroleum Corporation, common, $.10 
Par Value (File No. 7-5718); 

National Patent Development Corp., common, 
$.01 Par Value (File No. 7-5719); 

Pennsylvania Engineering Corp., common, $.10 
Par Value (File No. 7-5720); 

Standard Metals Corp., common, $.03 Par Value 
(File No. 7-5721); 

Products Research and Chemical Corp., common, 
$2 Par Value (File No. 7-5627); 

Publicker Industries Inc., common, $5 Par Value 
(File No. 7-5628); 

Pueblo International Inc., common, $1 Par Value 
(File No. 7-5629): 

Republic Airlines, Inc., common, No Par Value 
(File No. 7-5630); 

Rollins, Incorporated, common, $1 Par Value (File 
No. 7-5631); 

Saga Corporation, common, $1 Par Value (File No. 
7-5632); 

Security Pacific Corp., common, $10 Par Value 
(File No. 7-5633); 

SGL Industries, Inc., common, $.20 Par Value (File 
No. 7-5634); 

Smith International, Inc., common No Par Value 
(File No. 7-5635); 

South Jersey Industries, Inc., common, $2.50 Par 
Value (File No. 7-5636); 

Superscope Inc., common, $1 Par Value (File No. 
7-5637); 

Systems Engineering Laboratories, Inc., common, 
$1 Par Value (File No. 7-5638); 

Tannetics, Inc., common, $1 Par Value (File No. 7- 
5639); 

Texas Commerce Bancshares, Inc., common, $4 
Par Value (File No. 7-5640); 

Thomas & Betts Corporation, common, $.50 Par 
Value (File No. 7-5641); 

Thriftimart, Inc., 5% Cum. Part. Class A, $1 Par 
Value (File No. 7-5642); 

Triangle Industries, Inc., 
(File No. 7-5643); 

UGI Corp., common, $4.50 Par Value (File No. 7- 
5644). 

Umet Trust, Shares of Beneficial Interest, $1 Par 
Value (File No. 7-5645); 

Union Corporation (The), common, $.50 Par Value 
(File No. 7-5646): 

VSI Corporation, common, $2 Par Value (File No. 
7-5647); 

Valley Industries, Inc., common, $.01 Par Value 
(File No. 7-5648); 


capital, No Par Value 
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Wisconsin Public Service Corp., common, $8 Par 
Value (File No. 7-5649); 

Wyle Laboratories, Common Stock, No Par Value 
(File No. 7-5650); 
Kyoto Ceramic Co., Ltd., ADR’s Representing 2 
Shares of Common Stock, 50 Yen Per Share Par 
Value (File No. 7-5560); 

Filmways, Inc., common, $.25 Par Value (File No. 
7-5563); 

Technical Tape, Inc., common, $1 Par Value (File 
No. 7-5722); 

Thermo Electron Corp, common, $1 Par Value 
(File No. 7-5723); 

Unimax Group, Inc. (The), common, $.75 Par 
Value (File No. 7-5724); 

WTC, Inc., common, No Par Value (File No. 7- 
5725); 

Western Financial, common, $1 Par Value (File 
No. 7-5726); 

Wilson Brothers, common, $1 Par Value (File No. 
123927): 

Natomas Company (New Holding Company), 
common, $1 Par Value (File No. 7-5571); 

Hiram Walker-Consumers Home Ltd., common, 
No Par Value (File No. 7-5678); 

Inter-City Gas Corporation, common, No Par Value 
(File No. 7-5679); 

Safeguard Business Systems, Inc., common, $.10 
Par Value (File No. 7-5677); 

Aegis Corporation, common, $.01 Par Value (File 
No. 7-5664); 

Anheuser-Busch Co., common, $1 Par Value (File 
No. 7-5665); 

Arundel Corporation, common, No Par Value (File 
No. 7-5666); 

CCI Corporation, common, $.50 Par Value (File No. 
7-5667); 

Tucson Electric Power, common, $2.50 Par Value 
(File No. 7-5668); 

American Israeli Paper Milis Ltd., American 
Shares, 1 Israeli Pound Par Value (File No. 7-5651); 

Atlas Consolidated Mining & Development Corp., 
Class B Capital Stock, 10 Phil. Peso Par Value (File 
No. 7-5652); 

Condec Corp., common, $.10 Par Value (File No. 7- 
5653); 

Geosource, Inc., common, $1 Par Value (File No. 
7-5654); 

Heinicke Instruments Co., common, $.16-2/3 Par 
Value (File No. 7-5655); 

Huyck Corporation, common, $1 Par Value (File 
No. 7-5656); 

King Radio Corporation, common, $.30 Par Value 
(File No. 7-5657); 
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National Homes Corp., common, $.50 Par Value 
(File No. 7-5658); 

North American Mortgage Investors, common, No 
Par Value (File No. 7-5659); 

Petrolane Incorporated, common, $1 Par Value 
(File No. 7-5660); 

Teleflex Inc., common, No Par Value (File No. 7- 
5661); 

Tosco Corp., common, $.15 Par Value (File No. 7- 
5662); 

Twin Fair Inc., common, $1 Par Value (File No. 7- 
5663); 

Buttes Gas & Oil Company, common, No Par Value 
(File No. 7-5011); 

Loral Corporation, common, $.25 Par Value (File 
No. 7-5010); 

National Presto Industries, Inc., common, $1 Par 
Value (File No. 7-5012); 

Sea Containers Inc. (N.Y.) common, $.12-1/2 Par 
Value (File No. 7-5009) and Sea Containers Atlantic 
Ltd., common $.01 Par Value (File No. 7-5761). 


The Commission finds that approval of the BSE’s 
applications for unlisted trading privileges in these 
securities is consistent with the maintenance of fair 
and orderly markets and the protection of investors. 
As a national securities exchange, registered with 
the Commission pursuant to Section 6 of the Act the 
BSE is subject to the provisions of paragraph (b) of 
that section, and to the Commission’s inspection 
authority and oversight responsibility under 
Sections 17 and 19 of the Act and the rules and 
regulations thereunder. In addition, transactions in 
the subject securities, regardless of the market in 
which they occur, are reported in the consolidated 
transaction reporting system contemplated by Rule 
17a-15 under the Act [17 CFR 240.17a-15]. The 
availability of last sale information for the subject 
securities should contribute to pricing efficiency 
and to ensuring that transactions on the BSE are 
executed at prices which are reasonably related to 
those occurring in other markets. Finally the 
Commission has received no comments indicating 
that the granting of these applications would not be 
consistent with the maintenance of fair and orderly 
markets and the protection of investors. The 
Commission further finds that approval of the BSE’s 
applications will provide increased opportunities for 
competition among brokers and dealers and among 
exchange markets consistent with the purposes of 
the Act and the objectives of the national market 
system. 


ACCORDINGLY, IT IS ORDERED, pursuant to Section 
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12(f)(1)(B) of the Act, that the applications for 
unlisted trading privileges on the Boston Stock 
Exchange, Inc. in the above named securities are 
hereby approved. 


For the Commission by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17202/October 8, 1980 


OPTIONS CLEARING CORPORATION (OCC) 
(SR-OCC-79-8) 
ORDER APPROVING PROPOSED RULE CHANGE 


On December 12, 1979, OCC filed with the 
Commission, pursuant to Section 19(b)(1) of the 
Securities Exchange Act of 1934, 15 U.S.C. 
78s(b)(1) (the “Act’”) and Rule 19b-4 thereunder, a 
proposed rule change extending from 3:30 p.m. to 
7:00 p.m. the deadline for filing exercise notices with 
OCC on regular trading days, and permitting clearing 
members to revoke or modify exercise notices until 
7:00 p.m. on the day those notices are submitted to 
OCC. 


Notice of the proposed rule change together with the 
terms of substance of the proposed rule change was 
given by publication of a Commission Release 


(Securities Exchange Act Release No. 16438, 
December 19, 1979), and by publication in the 
Federal Register (44 FR 76901, December 28, 
1979). No written comments were received by the 
Commission. 


The Commission finds that the proposed rule 
change, as amended, is consistent with the 
requirements of the Act and the rules and 
regulations thereunder applicable to registered 
clearing agencies, and in particular, the 
requirements of Section 17A of the Act. 


It is therefore ordered, pursuant to Section 19(b)(2) 


of the Act, that the proposed rule change be 
approved. 
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For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17203/October 8, 1980 


NOTICE OF EFFECTIVENESS OF A PROPOSED RULE 
CHANGE BY THE DEPOSITORY TRUST COMPANY 


(File No. SR-DTC-80-6) 


The Depository Trust Company (“DTC”) submitted 
on October 1, 1980, a proposed rule change 
providing that monthly refunds earned by DTC from 
investment of dividends payments received by DTC 
may be suspended for any Participant whose 
performance in making dividends payments to DTC 
indicates that the Participant has not established 
procedures to meet DTC’s standard of payment of 
DTC on payable data in immediately-available 
funds. 


The foregoing rule change has become effective 
pursuant to Sectior: 19(b)(3)(A) of the Securities 
Exchange Act of 1934 and Rule 19b-4 thereunder. At 
any time within sixty days of the filing of such 
proposed rule change, the Commission may 
summarily abrogate the rule change if it appears to 
the Commission that such action is necessary or 
appropriate in the public interest, for the protection 
of investors, or otherwise in furtherance of the 
purposes of the Securities Exchange Act of 1934. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
October 14, 1980. Interested persons are invited to 
submit written data, views and arguments 
concerning the submission within twenty-one days 
from the date of publication in the Federal Register. 
Persons desiring to make written submissions 
should file six copies thereof with the Secretary of 
the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-DTC-80-6. 


Copies of the submission, with accompanying 


exh.bits, and of all written comments will be 
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available for public inspection at the Securities and 
Exchange Commission’s Public Reference Room, 
1100 L Street, N.W., Washington, D.C. Copies of the 
filing will also be available at the principal office of 
the above-mentioned self-regulatory organization. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17204/October 8, 1980 


A notice has been issued giving interested persons 
until October 30, 1980 to comment on the 
application of NATIONAL EDUCATION 
CORPORATION to withdraw its capital stock (no par 
value) from listing and registration on the American 
Stock Exchange, Inc. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17205/October 8, 1980 


In the Matter of Application of the 
PHILADELPHIA STOCK EXCHANGE, INC. 


For Unlisted Trading Privileges 
Securities Exchange Act of 1934 


FINDINGS AND ORDER GRANTING APPLICATION 
FOR UNLISTED TRADING PRIVILEGES 


The Philadelphia Stock Exchange (‘“PhIx”) has filed 
an application with the Commission pursuant to 
Section 12(f)(1)(B) of the Securities Exchange Act of 
1934 (“Act”) and Rule 12f-1 [17 CFR 240.12f-1] 
thereunder, for unlisted trading privileges in the 
following security which is listed on another national 
securities exchange: 


TFI Companies, Inc. 
Common Stock, $.67 Par Value (File No. 7-5735)! 





‘Notice of this application was given by publication 
in the Federal Register. 45 FR62245 (September 18, 
1980). The Commission has received no comments 
with respect to this application. 
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The Commission finds that approval of the Phlx’s 
application for unlisted trading privileges in this 
security is consistent with the maintenance of fair 
and orderly markets and the protection of investors. 
As a national securities exchange registered with the 
Commission pursuant to Section 6 of the Act, the 
Phix is subject to the provisions of paragraph (b) of 
that section, and to the Commission’s inspection 
authority and oversight responsibility under 
Sections 17 and 19 of the Act and the rules and 
regulations thereunder. In addition, transactions in 
the subject security, regardless of the market in 
which they occur, are reported in the consolidated 
transaction reporting system contemplated by Rule 
11Aa3-1 under the Act [17 CFR 240.11Aa3-1]. The 
availability of last sale information for the subject 
security should contribute to pricing efficiency and 
to ensuring that transactions of the Phlix are 
executed at prices which are reasonably related to 
those occurring in other markets. Finaily the 
Commission has received no comments indicating 
that the granting of this application would not be 
consistent with the maintenance of fair and orderly 
markets and the protection of investors. The 
Commission further finds that approval of the Phix 
application will provide increased opportunities for 
competition among brokers and dealers and among 
exchange markets consistent with the purposes of 
the Act and the objectives of the national market 
system. 


ACCORDINGLY, IT |S ORDERED, pursuant to Section 
12(f)(1)(B) of the Act, that the application for 
unlisted trading privileges on the Philadelphia Stock 
Exchange in the above named security is hereby 
approved. 


For the Commission by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING 
COMPANY ACT OF 1935 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21738/October 6, 1980 


In the Matter of 


JERSEY CENTRAL POWER & LIGHT COMPANY 
Morristown, New Jersey 


METROPOLITAN EDISON COMPANY 
Reading, Pennsylvania 


PENNSYLVANIA ELECTRIC COMPANY 
Johnstown, Pennsylvania 


(70-6041) 


ORDER EXTENDING TIME FOR ACQUISITIONS OF 
EVIDENCES OF INDEBTEDNESS FROM 
RESIDENTIAL ELECTRIC CUSTOMERS PURSUANT 
TO INSULATION PROGRAM 


Jersey Central Power & Light Company (“Jersey 
Central”), Metropolitan Edison Company (‘‘Met-Ed”) 
and Pennsylvania Electric Company (“Penelec”), 
each an electric utility subsidiary company of 
General Public Utilities Corporation, a registered 
holding company, have filed with this Commission a 


post-effective amendment to their application 
previously filed and amended in this matter pursuant 
to Section 9(a) and 10 of the Public Utility Holding 
Company Act of 1935 (“Act”) and Rule 40 
promulgated thereunder concerning the following 
proposed transaction. 


By orders dated October 5, 1977 (HCAR No. 20197), 
September 29, 1978 (HCAR No. 20719) and October 
4, 1980, evidences of indebtedness, in the 
maximum aggregate amount of $50,000, from its 
residential electric heating customers arising from 
such customers’ purchase of insulation, attic 
ventilation fans and automatic night/day 
thermostats. 


By post-effective amendment Jersey Central seeks 
to extend the period within which it may acquire such 
evidence of indebtedness until October 4, 198], 
subject to the same limitations on aggregate 
indebtedness. 


SEC DOCKET/103 





It is stated that Jersey Central instituted the program 
as authorized, but to date none of its customers has 
elected to utilize such means of financing. Jersey 
Central nonetheless remains under a mandate from 
the New Jersey Public Utility Commission to 
continue the program. Itis further stated that neither 
Met-Ed nor Penelec has instituted such a program to 
date, nor does either have any present plans or 
expectations of doing so unless such a program is 
mandated by federal or state regulatory or legislative 
action. 


There are no additional fees or expenses to be 
incurred in connection with the proposed 
transactions. No state commission and no federal 
commission, other than this Commission, has 
jurisdiction over the proposed transactions, except 
to the extent that any particular program is 
mandated by order of a state or federal commission. 


Upon the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and 
the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest 
of investors and consumers that said application, as 
amended by said post-effective amendment, be 
granted: 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that said 
application, as amended by said post-effective 
amendment, be, and it hereby is, granted effective 
forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act, 
except that Jersey Central will file a certificate 
pursuant to Rule 24 within 30 days after the end of 
any calendar quarter in which its acquired 
evidences of indebtedness since the previous Rule 
24 certificate filing exceeds $10,000. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21739/October 6, 1980 


In the Matter of 
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NEW ENGLAND ELECTRIC SYSTEM 
25 Research Drive 
Westborough, Massachusetts 01581 


(70-5750) 


NOTICE OF PROPOSED EXTENSION OF AND 
INCREASE IN SHORT-TERM BORROWING 
AUTHORIZATION 


NOTICE IS HEREBY GIVEN that New England 
Electric System (“NEES”), a registered holding 
company, has filed with this Commission a post- 
effective amendment to its application-declaration 
previously filed and amended pursuant to the Public 
Utility Holding Company Act of 1935 (“Act”), 
designating Sections 6(a) and 7 of the Act and Rule 
50(a)(2) promulgated thereunder as applicable to 
the prop 2sed transaction. All interested persons are 
refe':<d to the applicant-declaration, as amended 
by said post-effective amendment, which is 
summarized below, for a complete statement of the 
proposed transaction. 


By orders dated December 1, 1975, May 23, 1977, 
December 18, 1978, and December 6, 1979 (HCAR 
Nos. 19272, 20047, 20834, and 21330), NEES was 
authorized to issue short-term notes to banks 
through December 31, 1980, in an aggregate 
amount not to exceed $25,000,000 outstanding at 
any one time. 


By post-effective amendment filed in this 
proceeding, NEES now proposes that such 
borrowing authority be extended through December 
31, 1981, and that the maximum _ permitted 
borrowings to be increased to $50,000,000. 


Although no formal commitments have been made, 
NEES expects such borrowing will be made from 
among 34 commercial banks set forth in the post- 
effective amendment. The proposed borrowings will 
be evidenced by notes maturing in less than one year 
from date of issuance and bearing interest at a rate 
not in excess of the prime rate. NEES may either 
maintain compensating balances of 10% of the line 
of credit made available and 10% of any borrowings 
thereunder, or pay fees equivalent to such 
requirements. Based on a prime rate of 14%, the 
effective interest cost would be 17.5%. 


Concerning the proposed increase in the maximum 


permitted borrowings, it is stated that NEES needs 
such increase to give it greater flexibility in the 
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timing of its next common share issue in light of 
plans to make capital contributions to its subsidiary 
New England Power Company of $20,000,000 in 
October 1980 (which contribution is the subject of a 
pending filing with this Commission) and 
$40,000,000 in 1981 (which contribution will be the 
subject of a future filing), and to make further funds 
available to its fuel subsidiary New England Energy 
Incorporated in 1980 and 1981 (which funding will 
also be the subject of a future filing). 


There are no additional fees or expenses to be 
incurred in connection with the proposed 
transaction. It is stated that no state commission and 
no federal commission, other than this Commission, 
has jurisdiction over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than November 4, 1980, 
request in writing that a hearing be held on such 
matter, stating the nature of his interest, the reasons 
for such request, and the issues of fact or law raised 
by said application-declaration, as amended by said 
post-effective amendment, which he desires to 
controvert; or he may request that he be notified if 
the Commission should order a hearing thereon. Any 
such request should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request should be served 
personally or by mail upon the applicant-declarant 
at the above-stated address, and proof of service (by 
affidavit or, in case of an attorney at law, by 
certificate) should be filed with the request. At any 
time after said date, the application-declaration, as 
amended by said post-effective amendment or as it 
may be further amended, may be granted and 
permitted to become effective as provided in Rule 23 
of the General Rules and Regulations promulgated 
under the Act, or the Commission may grant 
exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it 
may deem appropriate. Persons who request a 
hearing or advice as to whether a hearing is ordered 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
any any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21740/October 7, 1980 


In the Matter of 


CONSOLIDATED NATURAL GAS COMPANY 
New York, New York 


(70-6490) 


ORDER AUTHORIZING ISSUANCE AND SALE OF 
$100,000,000 PRINCIPAL AMOUNT OF 
DEBENTURES AT COMPETITIVE BIDDING 


Consolidated Natural Gas Company (“Consoli- 
dated”), a registered holding company, has filed a 
declaration and an amendment thereto with this 
Commission pursuant to Sections 6(a) and 7 of the 
Public Utility Holding Company Act of 1935 (“Act”) 
and Rule 50 promulgated thereunder regarding the 
following proposed transaction. 


Consolidated proposes to issue and sell, subject to 
the competitive bidding requirements of Rule 50, 
$100,000,000 principal amount of __-% 
Debentures due October 1, 2000. The interest rate 
(which will be a multiple of 1/8 of 1%) and the price, 
exclusive of accrued interest, (which will be not less 
than 99% or more than 102% of the principal amount 
thereof) will be determined by competitive bidding. 
The debentures will be issued as a new series under 
an Eighth Supplemental Indenture, to be dated as of 
October 1, 1980, to the Indenture between 
Consolidated and Manufacturers Hanover Trust 
Company Company, New York, New York, as 
Trustee, dated as of May 1, 1971. The Indenture 
includes a prohibition until October 1, 1985, against 
redeeming the issue with or in anticipation of funds 
borrowed at a lower effective interest cost. The 
debentures will be subject to an annual sinking fund 
of $6,250,000 commencing October 1, 1985, which 
will leave the issue fully paid out at maturity. In 
addition to meeting its sinking fund obligations, 
Consolidated intends that as long as any of the 
debentures are outstanding, it shall have the 
noncumulative option to redeem, on any sinking 
fund date, at the then current sinking fund 
redemption price, up to an additional $9,375,000 
principal amount of such debentures. Redemptions 
made pursuant to such option may be used by the 
company to reduce future mandatory sinking fund 
obligations. The proceeds of the sale of the 
debentures will be used to finance, in part, the 1980 
capital expenditures of Consolidated’s subsidiary 
companies, estimated at $224,000,000. 
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No state commission and no federal commission, 
other than this Commission, has jurisdiction overthe 
proposed transaction. 


Due notice of the filing of said declaration has been 
given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 21691), and 
no hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; 
and that it is appropriate in the public interest and in 
the interest of investors and consumers that said 
declaration, as amended, be permitted to become 
effective: 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that said 
declaration, as amended, be, and it hereby is, 
permitted to become effective forthwith, subject to 
the terms and conditions prescribed in Rules 24 and 
50 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Reiease No. 21741/October 7, 1980 


In the Matter of 


EASTERN EDISON COMPANY 
Brockton, Massachusetts 


MONTAUP ELECTRIC COMPANY 
Fall River, Massachusetts 


(70-6493) 


ORDER AUTHORIZING PROPOSAL OF PARENT TO 
ISSUE AND SELL FIRST MORTGAGE BONDS AND 
PREFERRED STOCK AT COMPETITIVE BIDDING 
AND TO PURCHASE DEBENTURES TO BE ISSUED 
AND SOLD BY SUBSIDIARY 


Eastern Edison Company (“Eastern”), an electric 
utility subsidiary of Eastern Utilities Associates, a 
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registered holding company, and Montaup Electric 
Company (“Montaup”), an electric utility subsidiary 
of Eastern, have filed with this Commission an 
application-declaration and amendments thereto 
pursuant to Sections 6, 7, 9, 10 and 12 of the Public 
Utility Holding Company Act of 1935 (“Act”) and 
Rule 50 promulgated thereunder concerning the 
following proposed transactions. 


Eastern proposes to increase its capital stock in an 
amount up to $15,000,000 consisting of not in 
excess of 150,000 shares of its % preferred 
stock, par value $100 per share (‘New Preferred 
Stock”), and to issue and sell such additional shares 
at competitive bidding. The proposed dividend rate 
(which shall not be less than $100, nor more than 
$102.75 per share) for the New Preferred Stock will 
be determined by competitive bidding. 


It is stated that the New Preferred Stock will be 
redeemable as a whole or in part at a redemption 
price which shall be equal to the public offering price 
plus 100% of the annual dividend rate for the first 
five years, with that percentage declining to 75%, 
50% and 25% respectively, in the second, third and 
fourth five-year periods and to 10% thereafter, 
together in each case with accrued dividends. 
Redemption for the purpose of refunding at an 
effective interest or dividend cost less than the 
effective dividend cost to Eastern of the New 
Preferred Stock will be prohibited for the first five 
years, through September 30, 1985. The sinking 
fund provision will require Eastern to redeem at the 
initial public offering price plus accrued dividends 
6,000 shares on each October 1 beginning in 1985. 
This obligation will be cumulative. In addition, 
Eastern will have the right beginning October 1, 
1985, to redeem at the same price not more than an 
additional 6,000 shares each year. This right shall 
not be cumulative. There shall also be a prohibition, 
effective if and so long as a default exists on any 
obligation of Eastern with respect to the sinking fund 
for the New Preferred Stock, against Eastern’s 
paying any dividend or making any other distribution 
on junior stock (except dividends payable in shares 
of such junior stock) or acquiring for value any junior 
stock, otherwise than by exchange or use of 
proceeds forthwith from the contemporaneous 
issuance of junior stock. 


Eastern proposes to issue and sell at competitive 
bidding up to $15,000,000 principal amount of its 
first mortgage and collateral trust bonds, % 
Series (“New Bonds”). The maturity date of the New 
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Bonds will be in the year 1990. The proposed 
interest rate (which shall be a multiple of 1/8 of 1%) 
and the price (which shall be not less than 100% nor 
more than 102-3/4% of the principal amount) will be 
determined through competitive bidding. It is stated 
that the Supplemental Indenture relating to the New 
Bonds will contain a prohibition until October 1, 
1985 against redemption of the New Bonds asa part 
of or in anticipation of any refunding at a lower 
effective interest cost. 


Montaup proposes to issue and sell to Eastern, and 
Eastern proposes to purchase at their principal 
amount plus accrued interest, up to $20,000,000 
principal amount of % Debenture Bonds due 
2010 (‘New Debenture Bonds’). The New 
Debenture Bonds will be dated October 1, 1980, will 
mature October 1, 2010, and will bear interest 
payable January 1, April 1, July 1, and October 1 in 
each year. The effective interest cost to Montaup will 
approximate the composite cost (including income 
tax effect) of the New Bonds and, to the extent 
utilized, the New Preferred Stock. The New 
Debenture Bonds themselves will contain all of their 
terms and there will be no indenture or similar 
instrument governing them. 


The net proceeds to Eastern from the sale of the New 
Bonds and New Preferred Stock will be applied first, 
to the extent of $20,000,000 for the purchase of the 
New Debenture Bonds proposed to be issued by 
Montaup, second, to the extent of $5,000,000, for 
the reduction of short-term bank indebtedness 
incurred by Eastern for construction or incurred to 
repay earlier borrowings so incurred, and third, for 
the prepayment of a $5,000,000 portion of Eastern’s 
secured borrowing from Citibank, N.A. outstanding 
in the principal amount of $15,000,000. 


The net proceeds to Montaup from the sale of the 
New Debenture Bonds will be used to reduce short- 
term bank indebtedness incurred for construction 
(including facilities owned or to be owned in 
common with other utilities) or incurred to repay 
earlier borrowings so incurred. It is stated that bank 
borrowings of Montaup will be outstanding in the 
amount of approximately $37,600,000 at the time 
the New Debenture Bonds are issued. 


it is stated that the Department of Public Utilities of 
the Commonwealth of Massachusetts 
(‘Department’) has authorized the proposed 
transactions; however, in the event that the cost of 
money exceeds 16-1/2% for the New Bonds, the 
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New Debenture Bonds, and/or the New Preferred 
Stock, a subsequent order approving such greater 
percentages must be obtained from the 
Department. No other state commission and no 
federal commission, other than this Commission, 
has jurisdiction over the proposed transactions. The 
fees and expenses to be incurred in connection with 
the proposed transactions are estimated to be 
$228,360. 


Due notice of the filing of said application- 
declaration, as amended, has given in the manner 
prescribed in Rule 23 promulgated under the Act 
(HCAR No. 21710), and no hearing has been 
requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse 
findings are necessary; and that it is appropriate in 
the public interest and in the interest of investors 
and consumers that the application-declaration, as 
amended, be granted and permitted to become 
effective: 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that said 
application-delcaration, as amended, be, and it 
hereby is, granted and permitted to become 
effective, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11386/October 3, 1980 


In the Matter of 


HARTFORD VARIABLE ANNUITY 
LIFE INSURANCE COMPANY 


SHEARSON/HARTFORD VARIABLE ACCOUNT “A” 
Hartford Plaza 
Hartford, Connecticut 06115 


AND 


SHEARSON LOEB RHOADES, INC. 
14 Wall Street 
New York, New York 10005 


File No. 812-4703 


NOTICE OF APPLICATION FOR AN ORDER 
PURSUANT TO SECTION 6(c) OF THE INVESTMENT 
COMPANY ACT OF 1940 GRANTING EXEMPTIONS 
FROM THE PROVISIONS OF SECTIONS 2(a)(32), 
2(a)(35), 22(c), 26(a)(1), 26(a)(2)(C), 26(a)(2)(D), 
27(c)(1), 27(c)(2), 27(d), OF THE ACT AND RULE 
22c-1 THEREUNDER AND PURSUANT TO SECTION 
11 OF THE ACT APPROVING CERTAIN OFFERS OF 
EXCHANGE. 


NOTICE IS HEREBY GIVEN that Hartford Variable 
Annuity Life Insurance Company (“HVA”), a stock 
life insurance company organized under the laws of 
the state of Connecticut; Shearson/Hartford 
Variable Account “A” (“Variable Account ‘A”’), a unit 
investment trust registered under the Investment 
Company Act of 1940 (“Act”) and Shearson Loeb 
Rhoades Inc. (“Shearson Loeb Rhoades”), a broker- 
dealer registered under the Securities Exchange Act 
of 1934 filed an application on July 11, 1980 and an 
amendment thereto on October 1, 1980 pursuant to 
Section 6(c) of the Act for an Order exempting 
Applicants from the provisions of Sections 2(a)(32), 
2(a)(35), 22(c), 26(a)(1), 26(a)(2)(C), 26(a)(2)(D), 
27(c)(1), 27(c)(2), 27(d) of the Act to the extent 
requested and for an Order pursuant to Section 
11(a) of the Act with respect to offers of exchange. 
All interested persons are referred to the Application 
on file with the Commission for a statement of 
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representations contained therein which are 
summarized below. 


Background 


On July 10, 1980 Variable Account “A” was 
registered as a unit investment trust with the 
Commission under the Act. Variable Account “A” will 
initially issue only single premium deferred variable 
annuity contracts which will provide for a Contingent 
Deferred Sales Charge. 


The Contracts issued with respect to Variable 
Account “A” will provide that the Contract Owner 
will have the right to direct that the single premium 
payment made under the terms of the Contract is to 
be invested in shares of no more than three open- 
end, diversified investment companies (herein after 
collectively referred to as the “Shearson funds”) at 
any one ume. 


The Contracts issued with respect to Variable 
Account “A” may be acquired either by the direct 
purchase of a Contract for cash or by exchanging 
shares of one or more of the Shearson funds that 
have been owned by an investor for at least 45 days 
prior to exchange for a Contract. Contract 
purchasers will not pay a sales charge at the time of 
purchase but will pay a sales charge (referred toasa 
Contingent Deferred Sales Charge) if a full or partial 
redemption of a Contract is made within a specified 
period of time after purchase, except for a partial 
surrender of up to 10% of the single premium 
payments as hereinafter described and exceptinthe 
event of the Contract Owners death. 


With respect to the direct purchase method of 
acquiring a Contract, the Contingent Deferred Sales 
Charge shall be applied against the proceeds of 
redemption starting at six percent (6%) during the 
first full Contract year, declining one percent (1%) 
per year thereafter until the sixth year. During the 
seventh and subsequent full Contract year(s) there 
is no charge in the event of a redemption. 


With respect to the indirect purchase method, the 
Contingent Deferred Sales Charge shall be applied 
against the proceeds of redemption at one percent 
(1%) per year during the first three full Contract 
years and there shall be no charge during the fourth 
and subsequent years. 


After a Contract has been in force for a full Contract 
year (12 months) a Contract Owner may surrender 
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up to ten percent (10%) of the single premium 
purchase payment each Contract year without the 
proceeds of redemption being subject to the 
Contingent Deferred Sales Charge which would 
otherwise be applicable. This right of surrender is 
noncumulative. 


With respect to the indirect purchase method, only 
those shares of the Shearson funds which have been 
subject to a sales charge at the time of purchase 
from the particular Shearson fund involved are 
eligible to be exchanged for a Contract through the 
indirect purchase method. Thus, shareholders of a 
Shearson “no-load” fund can only purchase a 
Contract through the indirect purchase method by 
first liquidating their “no-load” fund shares and then 
utilizing the surrender proceeds to purchase a 
Contract by the direct method. 


The Variable Account “A” Contracts shall be subject 
to an Annual Maintenance Fee which shall be $25.00 
for all Contract years other than the first and $35.00 
for the first Contract year. 


CONTINGENT DEFERRED SALES CHARGE 
Sections 26(a)(2)(C) and 27(c)(2) 


Section 27(c)(2) of the Act provides,in substance, 
that a periodic payment plan certificate company or 
a depositor or underwriter for such a company are 
prohibited from selling any such certificates unless, 
among other things, the proceeds of all payments, 
other than the sales load, on the certificates are 
deposited with a trustee or custodian having the 
qualifications prescribed in Section 26(a)(1) and are 
held by such trustee or custodian under an 
agreement containing, in substance, the trust 
indenture provisions required by Sections 26(a)(2) 
and 26(a)(3) of the Act. 


Section 26(a)(2)(C) of the Act provides that no 
payment to the depositor of, or principal underwriter 
for, a registered unit investment trust (or to any 
affiliated person or agent of such depositor or 
principal underwriter) shall be allowed the trustee or 
custodian as an expense except for payment ofa fee, 
not exceeding such reasonable amount as the 
Commission may prescribe as compensation for 
performing bookkeeping and other admininstrative 
services of a character normally performed by the 
trustee or custodian. 


Applicants allege that the Deferred Sales Charge to 
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be imposed (if any) upon the surrender of the 
Contracts issued with respect to Variable Account 
“A” is designed to recover distribution costs relating 
to the sales of the Contracts. The Contracts merely 
defer the time when the sales charge may be 
imposed. 


Applicants further allege that since there is nothing 
in the Act to suggest that if Deferred Sales Charges 
were being used at the time the Act was 
promulgated, that deductions for such sales charges 
would not have been permitted, and, since itis inthe 
Contract Owners’ best interests that the entire 
amount of their purchase payments be invested at 
the time when made, Applicants have requested an 
exemption from the provisions of Section 
26(a)(2)(C) and 27(c)(2) of the Act, to the extent 
necessary, in order to permit the offer and sale of the 
single premium Contracts subject to the schedule of 
Contingent Deferred Sales Charges as shown. 


Section 2(a)(35) 


Section 2(a)(35) of the Act defines “sales load” as 
the difference between the price of a security to the 
public and that portion of the proceeds from its sale 
which is received and invested, less any portion of 
such difference deducted for trustee’s or 
custodian’s fees, insurance premiums, issue taxes, 
or “admininstrative expenses or fees which are not 
properly chargeable to sales or promotional 
activities.” 


Applicants state that the definition of sales load 
contained in Section 2(a)(35) contemplates that any 
deduction therefor will be made from the security 
purchaser’s investment at the time when the 
Contract is purchased. However, the Deferred Sales 
Charge (if any) that would be made upon the 
surrender of a Contract for redemption would be 
applied to pay sales expenses including the 
admininstrative expenses and fees which are 
properly chargeable to sales or promotional 
activities theretofore incurred in connection with the 
offer and sale of the Contracts. Applicants contend 
that the fact that the sales charge is deducted from 
the Contract proceeds of redemption rather than 
from the purchase payment initially made to acquire 
the Contract, does not change the essential 
character of the charge; it is a sales charge. 


Accordingly, Applicants request an exemption from 


the provisions of Section 2(a)(35) of the Act to the 
extent one is deemed necessary in order to permit 
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the offer and sale of the single premium contracts, 
with a Contingent Deferred Sales Charge. 


Section 2(a)(32) and Section 27(d) 


Section 2(a)(32) of the Act, in substance, defines a 
redeemable security as a security under the terms 
of which the holder is entitled to receive 
approximately his proportionate share of the issuer’s 
current net assets, or the cash equivalent thereof. 
Section 27(d) of the Act, in substance, requires that 
the holder of a periodic payment plan certificate be 
able to surrender his certificate within a specified 
time and receive the value of his account and the 
return of sales charges in excess of a certain 
percentage. Sections 2(a}{32) and 27(d) therefore, 
contemplate the deduction of sales charges from 
purchase payments at the time they are made. 


Applicants state that the fact that the sales charges 
are not deducted from the amount initially invested 
does not change the essential nature of the 
deduction being made and does not alter the fact 
that the investor in fact receives his proportionate 
share of the issuer’s current net assets and the value 
of his account upon redemption. 


Therefore, Applicants request, to the extent 
necessary, an exemption from the provisions of 
Section 2(a)(32) and 27(d) of the Act to permit the 
offer and sale of the Contracts with a Contingent 
Deferred Sales Change. 


Section 27(c)(1) 


Section 27(c)(1) of the Act, in pertinent part, makes 
it unlawful for any registered investment company 
isSuing periodic payment plan certificates, or for any 
depositor or underwriter of such company, to sell 
any such certificate unless it is a redeemable 
security. 


Applicants contend that the imposition of a Deferred 
Sales Charge upon the proceeds of redemption is not 
a restriction on redemption within the meaning of 
Section 27(c)(1). The Contract Owner is not 
prohibited in any way from tendering his Contract for 
redemption. Applicants request an exemption from 
the provisions of Section 27(c)(1) to the extent that 
one is deemed necessary, in order to permit the offer 
and sale of the Contracts with a Deferred Sales 
Charge. 


Section 22(c) and Rule 22c-1 thereunder 
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Section 22(c) of the Act and Rule 22c-1 thereunder 
prohibit a registered investment company issuing 
redeemable securities such as the Contracts from 
selling, redeeming, or repurchasing any such 
security except at a price based upon the current net 
asset value of such security. Because the Deferred 
Sales Charge is deducted from the amount that the 
Contract Owner receives upon redemption, it may be 
said that the Contract Owner does not receive an 
amount equal to the current net asset value of his 
contract. Applicants submit, however, that the 
deduction of a Deferred Sales Charge at the time the 
Contract is submitted for redemption, as opposed to 
the deduction of such charge at the time that the 
investment is initially made, does not prevent the 
Contract Owner from receiving the current net asset 
value of his Contract upon redemption. Applicants 
request an exemption from the provisions of Section 
22(c) and Rule 22c-1 thereunder to the extent that 
one is deemed necessary in order to permit the offer 
and sale of the Contracts with a Deferred Sales 
Charge. 


In further support of the request for redemption with 
respect to the Deferred Sales Charge, Applicants 
allege that, as noted, the entire amount of the 
Contract purchase payment will be invested until the 
Contract is annuitized or until redemption. Further 
by virtue of the fact that no sales charge will be made 
if the Contract is annuitized under an annuity option 
involving life contingencies or if redemption, in 
whole or part, is effected after six full Contract years 
on direct purchases and three years on indirect 
purchases, the proposed arrangement is more 
beneficial to the Contract Owner. Finally, the 
maximum amount to which such charge may apply 
is the single premium payment paid for the Contract. 


In summary, Applicants request exemption from the 
provisions of Sections 2(a)(32), 2(a)(35), 22(c), 
26(a)(2)(C), 27(c)(1), 27(c)(2), 27(d) and Rule 22c- 
1 in order that they may offer and sell the single 
premium Contracts subject to a Contingent Deferred 
Sales Charge, as aforesaid. 


ANNUAL MAINTENANCE FEE 


As previously noted, the Contracts are subject to an 
Annual Maintenance Fee. If the value of a Contract is 
redeemed in full at any time before the last business 
day of the year or the last day of the Contract year, the 
Annual Maintenance Fee will be deducted from the 
Contract Owner’s redemption proceeds. Because 
the foregoing provisions of the Act may be said to be 
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equally applicable in this situation, Applicants 
request an exemption from the provisions of 
Sections 2(a)(32), 2(a)(35), 22(c), 27(c)(1), 
27(c)(2), 26(a)(2)(c), 27(d) and Rule 22c-1, to the 
extent deemed necessary, in order to permit the 
deduction of the Annual Maintenance Fee under 
the circumstances described. 


PERFORMANCE OF CUSTODIAL FUNCTIONS 
Sections 26(a)(1) and 27(c)(2) 


As noted, Section 27(c)(2) of the Act prohibits a 
registered investment company and any depositor 
or underwriter for such company from selling 
periodic payment plan certificates unless the 
proceeds of all payments other than the sales load 
are deposited with a trustee or custodian having the 
qualifications prescribed in Section 26(a)(1) and 
held under an agreement containing, in substance, 
the provisions required by Section 26(a)(2) and (3) 
of the Act. 


Section 26(a)(1) requires the trustee or custodian to 
be a bank which meets certain financial standards. 
Applicant HVA proposes to hold in custody for 
safekeeping the property and assets of the newly 


created but as yet inoperative Variable Account “A”. 


HVA requests an exemption from the provisions of 
Section 26(a)(1) of the Act in order that HVA may 
hold the property and assets of Variable Account “A” 
in custody for safekeeping. HVA will keep such 
assets in its vault facilities which HVA contends are 
comparable to the vaults of large commercial banks 
and adequate protection will thereby be afforded to 
owners of Contracts issued with respect to Variable 
Account “A”. Also, HVA will limit access to the vault. 


Section 26(a)(2)(D) of the Act requires, in part, that 
the custodian shall have possession of all the 
securities and other property in which the funds of 
the unit investment trust are invested. This has been 
interpreted to mean that the securities owned by the 
trust must be actually represented by share 
certificates maintained in custody. 


Applicant HVA asserts that the primary purpose of 
Section 26(a)(2)(D) relating to the possession of 
trust assets is to provide for their safekeeping. 
Applicant HVA contends that to require that shares 
certificates be physically issued by each of the 
Shearson funds to HVA under the circumstances 
would not significantly add to the safety of the unit 
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investment trust assets and would result in 
unnecessary admininstrative expenses for the trust. 
As noted, the assets of Variable Account “A” will be 
invested exclusively in shares of the several Shearson 
funds. Furthermore, the custodian of the several 
Shearson funds will have physical possession of 
each of the fund’s portfolio securities and other 
assets. 


Applicant HVA requests that the Commission enter 
an order of exemption from the pertinent provisions 
of Section 26(a)(2)(D) in order that Applicant HVA 
may accept “book shares” evidencing the 
investment of purchase payments that are made, 
from time to time, by Variable Account “A” Contract 
Owners in shares of the several Shearson funds in 
order to purchase variable annuity benefits. 


Section 26(a)(2)(D) of the Act also requires that the 
securities and other property in which the funds of 
the unit investment trust are invested shall be 
segregated and held in trust until distribution. 


Applicant HVA asserts that while the assets of the 
unit trust will be segregated, HVA, as a life insurance 
company, may not properly place the assets of 
Variable Account “A” in trust because the insurance 
laws of the State of Connecticut require HVA to 
retain ownership and control of the disposition of its 
property. If HVA is permitted to hold in custody for 
safekeeping the asset of Variable Account “A”, an 
exemption from Section 26(a)(2)(D) will be 
necessary in order that HVA shall not be required to 
hold such assets in trust. 


In support of the requested exemptions from the 
foregoing provisions of the Act, Applicant HVA states 
that it is subject to extensive supervision and control 
by the Connecticut Insurance Commissioner and 
the comparable official of each state in which it does 
business. Such supervision requires HVA to file 
complete and detailed periodic reports. Applicant 
HVA also states that the activities of HVA are subject 
to review by the Connecticut Insurance Department 
and its representatives at all times and are subject to 
comprehensive examinations periodically. Further 
HVA, under the arrangement for recordkeeping 
will maintain either itself or through an agent a 
record of all purchases and redemptions of 
Shearson fund shares with respect to Variable 
Account “A”. 


In summary, Applicant HVA requests exemption from 
the provisions of Sections 26(a)(1), 26(a)(2)(D) and 
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27(c)(2) of the Act in order that HVA may perform 
the safekeeping and other functions normally 
performed by a custodian with respect to Variable 
Account “A”; that the property and assets of Variable 
Account “A” do not have to be held in trust although 
segregated; and that the investments of the trust in 
shares of the several Shearson funds may be held in 
“book share” form. 


PAYMENT OF CONTRACT FEES AND CHARGES 
Sections 26(a)(2)(D) and 27(c)(2) 


Section 26(a)(2)(D) further provides that the 
Custodian have possession of all securities and 
other property in which the funds of the trust are 
invested subject only to the charges and collections 
allowed under clauses (A), (B) and (C) of Section 
26(a)(2) until distribution thereof to the security 
holders of the trust. 


The Contracts issued with respect to Variable 
Account “A” provide that there shall be deducted an 
Annual Maintenance Fee of $35.00 for the first 
Contract year and $25.00 for all subsequent years. 
There shall also be deducted a 1% asset charge 
which will be paid to HVA for providing mortality and 
expense guarantees with respect to the Contracts. 
HVA or its agent will provide bookkeeping and other 
admininstrative services of the type normally 
performed by custodians of unit investment trusts. 
Finally, deduction and payment of premium taxes 
will be made. 


Applicant HVA requests that the Commission enter 
an Order exempting it from the provisions of 
Sections 26(a)(2)(D) and 27(c)(2) to the extent 
necessary to permit the deduction by HVA and the 
payment to HVA of (1) the Annual Maintenance Fee 
charges, (2) the fee for providing the mortality and 
expense undertakings (to be deducted on a daily 
basis), (3) depending on the requirements of the 
particular state, either (a) to permit the deduction 
from purchase payments where made and payment 
of applicable annuity premium taxes to such state by 
HVA or (b) to permit the deduction of such taxes by 
HVA from the value of the Contract account and the 
payment of such taxes to such state at the time when 
an annuity is effected. 


Applicant HVA has consented that the foregoing 
requested exemptions from Section 26(a)(1), 
26(a)(2) and 27(c)(2) may be made subject to the 
following conditions: 
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(a) the charges to Contract Owners for 
admininstrative services shall not exceed such 
reasonable amounts as the Commission shall 
prescribe, jurisdiction being reserved for such 
purpose; and 


(b) the payment of sums and charges out of Variable 
Account “A” shall not be deemed to be exempted 
from regulation by the Commission by reason of the 
requested Order; provided, that Applicant HVA’s 
consent to the condition shall not be deemed to be a 
concession to the Commission of authority to 
regulate the payment of sums and charges out of 
such assets other than charges for admininstrative 
services, and Applicant HVA reserves the right in any 
proceeding before the Commission, or in any suit or 
action in any court, to assert that the Commission 
has no authority to regulate the payment of such 
other sums or charges. 


EXCHANGES 
Sections 11(a) and 11(c) 


Section 11(a) of the Act provides that it shall be 
unlawful for any registered open-end company or 
any principal underwriter for such a company to 
make or cause to be made, an offer to the holder of a 
security of such company, or of any other open-end 
investment company, to exchange his security for a 
security in the same or another such company on 
any basis other than the relative net asset values of 
the respective securities to be exchanged unless the 
terms of the offer have first been submitted to and 
approved by the Commission. Section 11(c) 
provides that, irrespective of the basis of exchange, 
the provisions of Section 11(a) shall be applicable to 
any type of offer of exchange of the securities of a 
registered unit investment trust for the securities of 
any other investment company. 


The purchaser of a Contract has the right, from time 
to time and at any time, to exchange that part of the 
value of his account represented by shares of one of 
the Shearson funds for the shares of any of the other 
Shearson funds at net asset value. Therefore, 
because the shares of one Shearson fund may be 
freely exchanged for the shares of another Shearson 
fund at net asset value, Applicants believe that the 
provisions of Section 11(a) are inapplicable to any 
such exchange. 


Further, the Contract Owner physically retains the 
same variable annuity contract after any such 


Volume 21, No. 2, October 21, 1980 





exchange that he had before the exchange was 
made; thus, there is no exchange of the variable 
annuity contract itself and, therefore, Applicants are 
of the view that the provisions of Section 11(c) of the 
Act are inapplicable to the right of exchange 
described above. 


However, it may be said that a different Contract is 
involved after an exchange of the Contract’s 
underlying investment medium and, therefore, an 
exchange of variable annuity contracts has 
technically taken place. 


Applicants disagree and do not believe that the facts 
surrounding an exchange of the underlying 
investment medium causes any such exchange of 
Contracts to occur. However, in order to avoid any 
question, Applicants request that the Commission 
issue a Section 11 Order—to the extent that one is 
deemed necessary—in order that a Contract owner 
may switch the underlying investment medium of 
his Contract from the shares of one or more of the 
Shearson funds to the shares of one or more other 
Shearson funds (subject to the limitation of 


investments in not more than three at any one time) 
without any deductions being made. 


Further, owners of Shearson fund shares also have 
the right to exchange their shares for a single 
premium Contract under the indirect purchase 
method. This will involve an offer of exchange of the 
securities of a registered unit investment trust 
(Variable Account “A”) for the securities of one or 
more other investment companies (the shares of 
one or more of the Shearson funds). Nevertheless, 
the evil toward which Section 11 was directed—the 
churning of an investor’s account to generate sales 
commissions—is not present. No sales charge is 
incurred upon the exchange. Since the sales 
charges are exacted at redemption—if at all—there 
is no incentive for anyone to churn the investors 
account with a view to generating sales commissions 
and the practices which Section 11 was designed to 
prevent are not present. 


Accordingly, Applicants request that the 
Commission issue a Section 11 Order in order that 
owners of shares of one or more of the Shearson 
funds may exchange their shares (if the redemption 
and investment of the redemption proceeds in the 
case of a “no-load” indirect purchase is deemed ade 
facto exchange) for a single premium Contracts. 
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Section 6(c) 


Section 6(c) of the Act provides that the Commission, 
by order upon Application, may conditionally or 
unconditionally exempt any person, security, or 
transaction or any class or classes of persons, 
securities or transactions from any provision of the 
Act if and to the extent taht such exemption is 
necessary or appropriate in the public interest and 
consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions 
of the Act. 


The Act specifically allows the imposition of a sales 
charges and there is no provision of the Act which 
specifically or by implication prohibits the 
imposition of a Contingent Deferred Sales Charge. 
As noted above, it is beneficial for the Contract Owner 
to have the entire amount of his purchase payment 
invested for his benefit and working over the term of 
years of the Contract. In addition, if the Contract is 
maintained for a sufficient length of time, the 
investor may then redeem the value of his 
Contract, in whole or in part, at any time without the 
imposition of any sales charge. As to the deduction 
of the Annual Maintenance Fee from the proceeds of 
redemption, if the Contract Owner redeems prior to 
year end, the Contract Owner will be but paying for 
services theretofore provided. 


Also, as previously noted, Applicant HVA states that 
it is subject to extensive supervision and control by 
the Connecticut Insurance Commissioner as well as 
the comparable official of each state in which it does 
business. Applicant HVA therefore believes that the 
regulatory supervision by the Connecticut and other 
state insurance commmissioners of the activities of 
HVA provide sufficient protection with respect to 
maintenance of the assets of Variable Account “A”. 


Applicants submit that for the foregoing reasons the 
exemptions above requested in order to enable 
Applicants to apply a Contingent Deferred Sales 
Charge in the case of the Contracts issued with 
respect to Variable Account “A” and with respect to 
the deduction of the Annual Maintenance Fee, as 
aforesaid, and to permit Applicant HVA to perform 
the stated custodial services on behalf of Variable 
Annuity Account “A” and to allow the shares of the 
several Shearson funds to be represented in the 
form of “book shares,” will be totally appropriate in 
the public interest and consistent with the protection 
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of investors and the purposes fairly intended by the 
policy and provisions of the Act. 


Notice is given that any interested person may, not 
later than October 28, 1980 at 5:30 p.m., submit to 
the Commission, in writing, a request for a hearing 
on the matter accompanied by a statement as to the 
nature of his interest, the reason for such request, 
and the issues, if any, of fact or law proposed to be 
controverted, or he may request that he be notified if 
the Commission should order a hearing thereon. Any 
such communication should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request 
shall be served personally or by mail upon 
Applicants at the address stated above. Proof of such 
service (by affidavit, or, in the case of an attorney-at- 
law, by certificate) shall be filed contemporaneously 
with the request. As provided by Rule 0-5 of the Rules 
and Regulations promulgated under the Act, an 
order disposing of the Application will be issued as of 
course following October 28, 1980, unless the 
Commission thereafter orders a hearing upon 
request or upon the Commission’s own motion. 
Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any notices 
and orders !ssued inthis matter including the date of 
the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY OF 1940 
Release No. 11387/October 3, 1980 


In the Matter of 

FUND FOR GROWTH, INC. 

c/o Arvey, Hodes & Mantynband 

One North LaSalle Street 

Chicago, Illinois 60602 

(811-1551) 

ORDER TERMINATING REGISTRATION PURSUANT 


TO SECTION 8(f) OF THE INVESTMENT COMPANY 
ACT OF 1940. 
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On September 2, 1980, a notice was issued 
(Investment Company Act Release No. 11328) 
stating that the Commission proposed, pursuant to 
Section 8(f) of the Investment Company Act of 1940 
(“Act”), to declare by order on its own motion that 
Fund for Growth, Inc. (“Fund”), registered under the 
Act as an open-end, diversified management 
investment company, has ceased to be an 
investment company as defined in the Act. 


The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing 
of the matter would be issued as of course unless a 
hearing should be ordered. No request for a hearing 
has been filed, and the Commission has not ordered 
a hearing. 


The matter has been considered, and it is found that 
the Fund has ceased to be an investment company. 
Accordingly, 


IT 1S ORDERED, pursuant to Section 8(f) of the Act, 
that the registration of Fund for Growth, Inc., under 
the Act shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11388/October 7, 1980 


In the Matter of 

INSTITUTIONAL LIQUID ASSETS 
8700 Sears Tower 

Chicago, Illinois 60606 
SALOMON BROTHERS 

One New York Plaza 

New York, New York 10004 

THE FIRST NATIONAL BANK OF CHICAGO 
One First National Plaza 
Chicago, Illinois 60670 
(812-4743) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
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SECTIONS 6(c) AND 17(b) OF THE ACT 
REQUESTING AN ORDER OF EXEMPTION FROM 
SECTIONS 12(d)(3), 13(a)(3), 15(a), 15(c) AND 
17(a) OF THE ACT, AND PURSUANT TO SECTION 
17(d) OF THE ACT AND RULE 17d-1 THEREUNDER 
FOR AN ORDER PERMITTING JOINT TRANSAC- 
TIONS, AND ORDER GRANTING SUCH RELIEF ON A 
TEMPORARY BASIS. 


NOTICE IS HEREBY GIVEN that Institutional Liquid 
Assets (“ILA”), a money market fund registered 
under the Investment Company Act of 1940 (“Act”) 
aS an open-end, diversified, management 
investment company, Salomon Brothers 
(“Salomon”), administrator and distributor for ILA, 
and The First National Bank of Chicago (“Bank”), 
investment adviser to ILA (collectively, 
“Applicants”) filed an application on October 6, 
1980, and an amendment thereto on October 7, 
1980, requesting an order: (1) pursuant to Sections 
6(c) and 17(b) of the Act exempting Applicants from 
the provisions of Sections 12(d)(3), 13(a)(3), 15(a), 
15(c) and 17(a) of the Act to the extent necessary to 
permit certain transactions, and (2) pursuant to 
Section 17(d) of the Act and Rule 17d-1 thereunder 
permitting certain joint transactions. The 
application further requests that such order be 
made effective as of the date of the filing of the 
application, on a temporary basis, pending issuance 
of a permanent order following appropriate notice 
and opportunity for hearing. All interested persons 
are referred to the application on file with the 
Commission for a statement of the representations 
contained therein, which are summarized below. 


The application states that ILA invests in money 
market instruments and that it offers shares of 
beneficial interest (“units”) in two separate series of 
portfolios, the Prime Obligations Portfolio and the 
Government Portfolio. According to the application, 


ILA is designed as an investment vehicle for 
institutional investors with temporary cash 
balances which seet the yield available on money 
market instruments, while maintaining maximum 
liquidity and a constant net asset value per unit. The 
application states that, under the Act, portfolio 
instruments of an investment company must be 
valued with reference to market factors unless the 
Commission, by order, permits the instruments to be 
valued by another method. On August 8, 1979, ILA 
received an order of the Commission (Investment 
Company Act Release No. 10824) (“Release No. 
10824”) permitting, subject to conditions, the use of 
the amortized cost method of valuation in 
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determining its net asset value per unit for purposes 
of sales and redemptions. In connection with the 
granting of that order, ILA’s Trustees agreed to a 
variety of conditions which, inter alia, require certain 
monitoring and review procedures to insure that the 
net asset values per unit of ILA’s portfolios not 
deviate from the $1.00 amortized cost prices per 
unit to such an extent, in view of all of the 
circumstances, so as to render the continued use of 
amortized cost valuation inappropriate. 


The application states that, as of September 30, 
1980, and October 3, 1980, the dollar-weighted 
average portfolio maturity of the Government 
Portfolio was 76 and 73 days, respectively. It is 
further stated that, on the afternoon of October 2, 
1980, the Bank informed ILA that the net asset value 
per unit for the Government Portfolio, when 
determined with reference to current market 
factors, was $.9928. As of October 3, 1980, the net 
asset value per unit, using available market 
quotations, had increased to $.9930. The Bank 
advised ILA that, in its view, the good faith fair 
valuation of the Government Portfolio, at that time, 
called for the use of market values for all assets. 
Applicants state that upon becoming aware of the 
situation they began to develop a program 
(“Program”) to assure that ILA would continue to be 
able to value its securities on an amortized cost basis 
and that it would be in a position to restructure its 
investments and to maintain liquidity. ILA, Salomon 
and the Bank believe that the Program, which is 
summarized below, is designed to accomplish those 
goals. However, the Commission expresses no 
opinion as to the adequacy of the Program. 


Pursuant to the Program, on October 6, 1980, ILA 
sold securities held by its Government Portfolio as 
follows: (1) Salomon purchased securities from ILA 
at their amortized cost value of approximately 
$228.5 million, which value is approximately 
$700,000 in excess of the October 3, 1980, market 
based value of such securities, and (2) ILA sold in 
the market securities with an amortized cost value of 
$215.4 million. The Bank estimates that such value 
is approximately $998,000 in excess of the market 
based value of such instruments. Accordingly, the 
Bank has made a payment to ILA of $1 million from 
past advisory fees. Effective October 3, 1980, 
Salomon and the Bank waived the entire amount of 
their administration and investment advisory fees 
until further notice. Also pursuant to the Program, on 
October 6, 1980, Salomon extended to ILA a put 
option (‘Put’) entitling ILA to sel! any or all of the 
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securities held by the Government Portfolio as of the 
opening of business on that day to Salomon at the 
amortized cost value of such securities. The Put is 
accompanied by aletter of credit in favor of ILA inthe 
amount of $5 million issued by Morgan Guaranty 
Trust Company of New York. The Put may be 
exercised by ILA only at such time as its net asset 
value per unit, using available market quotations, is 
less than $.9950 and only to such extent as is 
necessary to increase ILA’s net asset value per unit 
to $.9950, using available market quotations for all 
assets. ILA will not place a dollar value on the Put. In 
order to effectuate the Program in compliance with 
the Act and the rules thereunder, Applicants have 
requested an order of the Commission exempting 
Applicants from certain provisions of the Act and 
permitting certain transactions. 


Section 12(d)(3) of the Act, in pertinent part, makes 
it unlawful for any registered investment company to 
purchase or otherwise acquire any security issued 
by any person who is a broker, a dealer, or who is 
engaged in the business of underwriting. Applicants 
state that because Salomon is a broker and a dealer, 
and is engaged in the business of underwriting, the 
receipt by ILA of the Put could. be deemed to be 
inconsistent with Section 12(d)(3) of the Act. 
Section 13(a)(3) of the Act, in pertinent part, 
provides that a registered investment ccmpany shall 
not, unless authorized by the vote of the majority of 
its outstanding voting securities, deviate from any 
investment policy which is changeable only if 
authorized by shareholder vote, or deviate from any 
policy recited in its registration statement pursuant 
to Section 8(b)(3) of the Act. ILA policies which are 
changeable only with unitholder approval include: 
(1) a policy of investing the assets of the Government 
Portfolio only in U.S. Government securities, (2) a 
policy precluding investing in puts, and (3) a policy 
precluding the purchase of securities issued by any 
person employing as an officer any person serving as 
an officer of ILA (the president and a vice president 
of ILA are officers of Salomon). 


Section 15(a) of the Act, in general, makes it 
unlawful for any person to serve or to act as 
investment adviser of a registered investment 
company, except pursuant to a written contract, 
which contract has been approved by the vote of a 
majority of the outstanding voting securities of such 
registered company, and precisely describes all 
compensation to be paid thereunder. In addition, 
Section 15(c) of the Act, in pertinent part, makes it 
unlawful for any registered investment company to 
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enter into, renew, or perform any contract or 
agreement whereby a person undertakes regularly 
to serve or act as investment adviser of such 
company unless the terms of such contract or 
agreement have been approved by the vote of a 
majority of directors who are not parties to such 
contract or agreement or interested persons of any 
such party, cast in person at a meeting called forthe 
purpose of voting on such approval. The advisory 
agreement between the Bank and ILA prohibits 
portfolio securities of ILA from being purchased 
from or sold to Salomon. Accordingly, Applicants 
state that the receipt, and any exercise, of the Put by 
ILA, the sale of any portfolio securities to Salomon, 
and the payment and fee waiver by the Bank, could 
be considered to be inconsistent with Sections 15(a) 
and 15(c) of the Act. 


Section 6(c) of the Act provides that the 
Cermmission, upon application, may conditionally or 
unconditionally exempt any person, security or 
transaction, or any class or classes thereof, from any 
provision or provisions of the Act or of any rule or 
regulation thereunder, if and to the extent that such 
exemption is necessary or appropriate in the public 
interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. Accordingly, 
Applicants have requested exemptions from the 
provisions of Sections 12(d)(3), 13(a)(3), 15(a) and 
15(c) of the Act, tothe extent necessary to permit the 
transactions set forth above. 


Section 17(a) of the Act, in pertinent part, provides 
that it shall be unlawful for any affiliated person of a 
registered investment company knowingly to sell or 
to purchase from such registered company any 
security or other property. Applicants state that the 
issuance and any compliance with the terms of the 
Put, as well as the purchase by Salomon of the 
portfolio securities, could be considered to be in 
violation of Section 17(a) of the Act. Section 17(b) of 
the Act provides that the Commission, upon 
application, shall exempt a proposed transaction 
from the provisions of Section 17(a) if evidence 
establishes that the terms of the proposed 
transaction, including the consideration to be paid 
or received, are reasonable and fair and do not 
involve overreaching on the part of any person 
concerned, and that the proposed transaction is 
consistent with the policy of each registered 
investment company involved and with the general 
purposes of the Act. Accordingly, Applicants have 
requested an order, pursuant to Section 17(b) of the 
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Act, granting an exemption from the provisions of 
Section 17(a) to permit the issuance and exercise of 
the Put, and to permit the sale of portfolio securities 
to Salomon. 


Section 17(d) of the Act and Rule 17d-1 thereunder, 
taken together, provide, in part, that it is unlawful for 
an affiliated person of a registered investment 
company, acting as principal, to effect any 
transaction in which such investment company is a 
joint participant without the permission of the 
Commission. Rule 17d-1 provides, in part, that in 
passing upon applications for orders granting such 
permission, the Commission will consider (1) 
whether the participation of the investment 
company in such transaction on the basis proposed 
is consistent with the provisions, policies and 
purposes of the Act, and (2) the extent to which such 
participation is on a basis different from or less 
advantageous than that of other participants. 
Applicants state that one or more of the aspects of 
the Program described above could be considered to 
be a joint enterprise, a joint arrangement or profit- 
sharing plan. Therefore, they have requested an 
order permitting the transactions. 


ILA states that its Trustees have approved the 
Program by a majority vote thereof, and that those 
Trustees not present at the meeting have approved 
the Program in principle. ILA represents that at such 
time as the Put becomes exercisable, the Trustees of 
ILA shall have discretion whether to exercise that Put 
consistent with condition 2(c) of the order of the 
Commission permitting ILA’s use of amortized cost 
valuation (Release No. 10824). The Trustees of ILA 
will conduct a thorough review of the events which 
resulted in a deviation between the market based net 
asset value per unit of the Government Portfolio and 
its $1.00 amortized cost price per unit exceeding 
1/2 of 1% with a view to determining the causes and 
responsibility, if any, therefor, and whether 
additional procedures are appropriate under the 
circumstances. In addition, ILA has undertaken to 
take such action, if any, in addition to the Program, 
as may be required by condition 2(c) of Release No. 
10824. Applicants represent that no Applicant has 
waived any of the rights which it may have against 
any of the other Applicants by reason of participating 
in or accepting the benefits of the Program, the filing 
of the application or the receipt of any order in 
connection therewith. Finally, Salomon and the 
Bank represent that ILA is under no obligation of any 
kind to them by reason of participating in or 
accepting the benefits of the Program, the filing of 
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the application or the receipt of any order issued in 
connection therewith. Applicants state that, based 
on the foregoing actions, undertakings, and 
representations, they believe that the standards set 
forth in Sections 6(c) and 17(b) of the Act and Rule 
17d-1 thereunder have been satisfied. 


The matter has been considered, and it is found, on 
the basis of the information stated in the application, 
that it is appropriate to issue the orders requested by 
Applicants immediately, on a temporary basis, in 
view of the circumstances facing ILA and the 
adverse consequences that might be experienced 
by investors in ILA if the Commission did not issue 
the requested orders. It should, however, be noted 
that the Commission makes no finding as to whether 
the Program, and the transactions contemplated by 
Applicants, are satisfactory responses to ILA’s 
situation so as to justify its continued use of 
amortized cost valuation. In addition, the 
Commission by its action on this application shall 
not be precluded from taking such other actions with 
respect to Applicants and their affiliated persons as 
the Commission may deem to be appropriate. The 
issuance of the orders is merely intended to permit 
Applicants to take certain extraordinary actions 
which appear to be in the interests of investors. 
Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that the exemption from the provisions of Sections 
12(d)(3), 13(a)(3), 15(a) and 15(c) of the Act, to the 
extent requested, be and hereby is granted on a 
temporary basis; 


IT IS FURTHER ORDERED, pursuant to Section 17(b) 
of the Act, that the transactions be and hereby are 
exempted from the provisions of Section 17(a) of the 
Act on a temporary basis; 


IT IS FURTHER ORDERED, pursuant to Section 17(d) 
of the Act and Rule 17d-1 thereunder, that the 
transactions be and hereby are permitted on a 
temporary basis; 


IT IS FURTHER ORDERED, that each of the above 
orders shall be effective as of 9:00 A.M., E.D.S.T., 
October 6, 1980, and that such temporary orders 
remain in effect only until such time as the 
Commission shall by order (1) terminate such 
temporary orders after notice and opportunity for 
hearing, or (2) terminate such temporary orders by 
the issuance of a permanent order on this matter. 
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NOTICE IS FURTHER GIVEN that any interested 
person may, not later than October 27, 1980, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the application accompanied by a 
statement as to the nature of his interest, the reason 
for such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a 
hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicants at the addresses stated above. 
Proof of such service (by affidavit or, inthe case of an 
attorney-at-law, by certificate) shall be filed con- 
temporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
on a permanent basis will be issued as of course 
following said date unless the Commission 
thereafter orders a hearing upon request or upon the 
Commission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is ordered, 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11389/October 7, 1980 


In the Matter of 


THE INDEX OPTION INCOME FUND, INC. 
612 North Michigan Avenue 
Chicago, Illinois 60611 


(812-2844) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT APPLICANT HAS CEASED TO BE 
AN INVESTMENT COMPANY 


On September 12, 1980, a notice was issued 
(Investment Company Act Release No. 11351) of an 
application filed on June 19, 1980 by The Index 
Option Income Fund, Inc. (“Applicant”), an open- 
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end, diversified management company registered 
under the Investment Company Act of 1940 (“Act”), 
for an order of the Commission declaring that 
Applicant has ceased to be an investment company. 


The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing 
of the application would be issued unless a hearing 
should be ordered. No request for a hearing has 
been filed and the Commission has not ordered a 
hearing. 


The matter has been considered, and it is found that 
Applicant has ceased to be an investment company. 
Accordingly, 


IT IS ORDERED, pursuant to Section 8(f) of the Act, 
that the registration of The Index Option Income 
Fund, Inc. under the Act shall forthwith cease to bein 
effect. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








LITIGATION 





Litigation Release No. 9196/October 7, 1980 


SEC v. NATIONAL CHARTER MANAGEMENT AND 
FINANCIAL SERVICES, INC., ET AL. (C. D. of Calif., 
Civil Action No. 80 04244 AAH(Px)) 


Leonard H. Rossen, Regional Administrator of the 
Commission’s Los Angeles Regional Office 
announced that on September 24, 1980, the 
Commission filed a civil action in the United States 
District Court for the Central District of California in 
Los Angeles naming the following as defendants: 


National Charter Management and Financial Serv- 


ices, Inc. of Claremont, California 
General Arizona Clearinghouse Corporation of 
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Maricopa County, Arizona 

American Security Bank and Trust Company (West 
Indies) Limited of Anguilla, West Indies 

General Finance Corporation of Denver, Colorado 

Jack Walker Wright, aka Robert Morgan of Clare- 
mont, California 

J. Wayne Haws of Huntington Beach, California 

Iris G. Eaton of Anaheim, California 

William Louis Teske of Maricopa County, Arizona 

William Vaughn Ellsworth of Maricopa County, 
Arizona 

Barry Eaton of Anaheim, California 

Arvey Drown of Berthoud, Colorado 


The Commission is seeking to enjoin those 
defendants from committing further violations of the 
anti-fraud provisions set forth in Section 17(a) ofthe 
Securities Act of 1933 and in Section 10(b) of the 
Securities Exchange Act of 1934 and Rule 10b-5 
promulgated thereunder, of the registration 
requirements set forth in Section 5 of the Securities 
Act and is also seeking ancillary equitable relief 
including the appointment of a receiver and orders 
against the dissipation and disbursement of assets, 
and preventing the destruction or concealment of 
any records of the various defendants. 


The Commission’s complaint alleges in substance 
that since about November 1979, the defendants 
have participated in a scheme to fraudulently sell 
unregistered investment contracts and other 
unregistered securities, which have sometimes 
been referred to as contracts for the “lease” of 
money, to numerous public investors residing in the 
states of California, Arizona, Colorado, Idaho, lowa, 
Illinois, Nevada, New Mexico, Oregon, Utah, Texas 
and possibly elsewhere. The complaint alleges that 
at least $5 million was raised from over 1,000 
investors. 


According to the allegations in the complaint, the 
fraudulent scheme involved the false representation 
to investors that 2% interest per week would be paid 
on amounts invested with such high rates of return 
being generated by the defendants making highly 
profitable investments in the international precious 
metals markets when, in fact, investors receiving 
payments were merely receiving ponzi-like 
distributions from their own or other investors’ 
capital investments and little, if any, profit was being 
obtained from metals market trading. The complaint 
further alleged that the defendants falsely 
represented that profits were made by investing the 
investors’ funds in tax-free municipal bond funds 
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and from volume discounts arising from advance 
large scale payments on accounts payable to 
telephone and electric public utility companies 
when, in fact, no significant business operations to 
generate any such profits were in existence. The 
complaint further alleged that defendant Wright, aka 
Morgan, failed to disclose his prior conviction and 
prison record, and his and defendant Haws prior 
injunctions in SEC v. Hi-Plains, Ltd. in 1973 
consisting of a similar ponzi-like scheme to 
fraudulently sell unregistered securities. Defendant 
Haws was also convicted of criminal contempt in 
1978 based on his violation of that injunction and 
that fact was also not disclosed to investors 
according to the complaint. 


Upon the filing of the complaint, the Commission 
sought a temporary restraining order against the 
defendants from committing further violations as 
above alleged and further restraining those 
defendants from dissipating or disbursing the assets 
arising from the conduct of the fraudulent scheme 
and from destroying or concealing any of the books 
and records involved in this matter. On September 
24, 1980, the Honorable A. Andrew Hauk, United 
States District Judge in Los Angeles, granted the 
Commission’s application for such an order, with 


that order to expire following a hearing on the 
Commission’s motion for a preliminary injunction 
and the appointment of a receiver to be heard on 
Tuesday, October 14, 1980 at 10:00 a.m. 


The defendant General Finance Corporation of 
Denver Colorado, an Arizona corporation, is a 
separate entity and should not be confused with 
General Finance Corporation of Evanston, Illinois, a 
Delaware corporation, which has regularly filed 
periodic reports with the Commission pursuant to 
the Securities Exchange Act for more than the past 
five years. 





Litigation Release No. 9197/October 7, 1980 


SEC v. WESTERN GEOTHERMAL & POWER 
CORPORATION, ET AL. (District of Arizona, CIV 77- 
504-CAM) 


Leonard H. Rossen, Administrator of the Los Angeles 
Regional Office of the Securities and Exchange 
Commission announced that on September 15, 
1980 the Honorable Carl A. Muecke, Judge of the 
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United States District Court for the District of 
Arizona, entered an order of summary judgment 
against defendants Western Geothermal & Power 
Corporation (“WGP”) and its president, Phoenix 
resident, David V. Tolle (“Tolle”). The order enjoins 
WGP and Tolle from further vioaltions of the 
registration and anti-fraud provisions of the federal 
securities laws. WGP, also located in Phoenix, 
Arizona, is registered with the Commission under 
Section 12(g) of the Securities Exchange Act of 
1934. The Court found as follows in substance; WGP 
was formed in 1974 as the result of a merger 
between Champion Silver Mining Corporation 
(“Champion”) and. . .Geothermal Power Corp. Both 
companies were dormant, but Champion had aclass 
of publicly-held common stock. Subsequently, Tolle 
launched an effort to stimulate and vitalize the 
company. To that end, unregistered common shares 
were sold to public investors in an effort to raise 
working capital. Other unregistered securities 
including fractional interests in oil and gas leases 
were sold whereby WGP would retain royalty 
interests. The company subsequently began 
purchasing various mineral and geothermal 
properties and issued common stock as payment. In 
its Communications with the shareholders, WGP 
misrepresented the value of these assets as well as 
the status of many of its business ventures and failed 
to disclose that Tolle, as well as the other directors of 
WGP, had secretly issued themselves large blocks of 
WGP common stock. 


It was also announced that Judge Muecke ordered 
that defendant Tolle be sanctioned for failing to 
attend a pre-trial status conference which the Court 
had scheduled for August 4, 1980. Judge Muecke 
ordered that Tolle pay to the United States Securities 
and Exchange Commission the amount of $250 for 
failure to comply with local pre-trial procedures. 


The Order of Permanent Injunction based upon the 


motion for summary judgment continues the 
appointment of the independent officer who had 
been previously appointed to WGP under the terms 
of the preliminary injunction entered on May 23, 
1979. That Order is currently on appeal. The 
independent officer is to be provided all underlying 
offering material which relates to the offer and sale 
of WGP securities and is empowered to determine 
that any securities of WGP offered or sold without 
registration in fact qualifies under an appropriate 
exemption from registration. If any improprieties 
exist, the officer will immediately notify the staff of 
the Commission. The officer is also empowered to 
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determine that all proceeds from the sale of WGP 
securities are properly used consistent with the 
representations made to investors and are not 
misapplied or misappropriated. The officer is 
empowered to review all communications with 
shareholders and to determine that they are not 
misleading. 


Earlier in the litigation, on April 18, 1978, Judge 
Muecke issued an order of permanent injunction 
against Robert Cornell (“Cornell”) of Phoenix, 
Arizona, a major shareholder of WGP, from further 
violations of the registration and antifraud 
provisions. Cornell had consented to the Court’s 
order without admitting or denying the allegations in 
the Commission’s complaint. Additionally, on April 
18, 1978, Judge Muecke issued an order of 
permanent injunction against Frank Bryan of 
Phoenix, Arizona, a director of WGP from further 
violations of the registration provisions. He 
consented to the order without admitting or denying 
the allegations in the complaint. Also, it had been 
previously announced that on July 12, 1978, William 
Campbell of Spokane, Washington was enjoined 
from further violations of the registration, antifraud 
and manipulation provisions for his participation in 
the conduct underlying the scheme. Campbell had 
consented to the order without or admitting or 
denying the allegations in the complaint. 


Finally, Judge Muecke had previously issued an 
order of permanent injunction (by default) against 
Colony Stock Transfer Corporation (“Colony”) of 
Phoenix, Arizona on April 3, 1979 from further 
violations of the antifraud provisions. Colony had 
made no appearance in the litigation and failed to 
oppose on motions. 


The entry of the summary judgment against WGP 
and Tolle constitutes the achievement of final 
injunctive relief against all defendants. For further 
information see Litigation Releases No. 8439, June 
20, 1978 and No. 8794, June 25, 1979. 





Litigation Release No. 9198/October 7, 1980 


UNITED STATES OF AMERICA EX REL. 
SECURITIES AND EXCHANGE COMMISSION v. 
GERALD GREENSPAN 80 Crim. Misc. #1 (Page 35) 
(EW) (S.D.N.Y.) 
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Stephen L. Hammerman, Administrator of the New 
York Regional Office (“NRYO”), announced that on 
August 28, 1980, after a six day jury trial held before 
the Hon. Edward Weinfeld of the United States 
District Court for the Southern District of New York, 
Gerald Greenspan of Brooklyn, New York, was found 
guilty of criminal contempt for disobeying three prior 
orders of permanent injunction issued against him 
by the federal court in the Southern District of New 
York. 


The first order, entered against Greenspan on 
November 10, 1960 in S.E.C. v. Gerald Greenspan, 
(60 Civil 4170), enjoined him from violating Section 
10(b) of the Securities Exchange Act of 1934 
(“Exchange Act”) and Rule 10b-5 thereunder. The 
second order was entered on July 8, 1975inS.E.C. v. 
Gerald Greenspan a/k/a Jay Greene (75 Civil 2826) 
and enjoined Greenspan from violating Sections 
9(a)(1), 9(a)(2) and 10(b) of the Exchange Act and 
Rule 10b-5 thereunder. 


The third order, entered against Greenspan on 
February 22, 1980 in S.E.C. v. Gerald Greenspan 
a/k/a Jay Greene (75 Civil 2826) repeated the terms 
of the 1975 injunction and in addition, enjoined 
Greenspan from purchasing the securities of Hiller 
Aviation, Inc. (formerly known as Family Record 
Plan, Inc.); directed him to disclose the two prior 
injunctions and his prior conviction for criminal 
contempt [United States of America ex rel. 
Securities and Exchange Commission v. Greenspan, 
78 Cr. Misc. #1 (P. 41) (EW)], by delivering copies 
thereof to any registered broker or dealer prior to 
purchasing or selling any securities through such 
broker or dealer; and required him to submit to the 
NYRO a written report listing all of his brokerage 
accounts and securities in which he held a beneficial 
interest and, thereafter, to submit monthly reports 
detailing all of his securities transactions, and 
brokerage accounts opened by him. 


In the criminal contempt action, the Commission 
charged that between November 27, 1979 and May 
31, 1980, Greenspan disobeyed these three prior 
orders by engaging ina deliberate and wilful scheme 
to violate the anti-fraud and anti-manipulation 
provisions of the Exchange Act. The scheme 
involved the purchase of the securities of Hiller 
Aviation Inc. and other securities at 11 brokerage 
firms, for a total price of $140,890.85 without 
intending to pay for such securities; and, in fact, 
Greenspan failed to pay for over $110,000 of the 
total purchase price. The Commission further 
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charged that Greenspan, in furtherance of his 
fraudulent scheme, issued checks to brokerage 
firms (1) drawn on accounts with insufficient funds 
or (2) that were otherwise returned unpaid in the 
amount of $62,927.69. Finally, the Commission 
charged that Greenspan failed to comply with the 
three specific directives of the 1980 Injunction. In 
reaching its verdict, the jury rejected a defense of 
insanity raised by the defendant and found him 
guilty of all the charges filed against him. Greenspan 
will be sentenced on October 14, 1980 at 9:00 a.m. 


For further information see LR-1820, 1832, 6954, 
7008, 8622, 8672, 8986, 9018, 9142. 
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Staff Accounting Bulletin No. 39/October 6, 1980 
ACTION: Publication of Staff Accounting Bulletin. 


SUMMARY: This interpretation presents the staff's 
view that the general proscription against routine 
bookkeeping services and the preparation of 
financial statements by independent auditors, as 
expressed in Accounting Series Release Nos. 126 
and 234, is applicable irrespective of whether a 
constituent entity is located within or outside of the 
United States and whether or not the involved entity 
is material to the total enterprise. 


DATE: October 6, 1980. 


FOR FURTHER INFORMATION CONTACT: Rita J. 
Gunter, (202-272-2133), Office of the Chief 
Accountant, Securities and Exchange Commission, 
Washington, D.C. 20549. 


SUPPLEMENTARY INFORMATION: The statements 
in Staff Accounting Bulletins are not rules or 
interpretations of the Commission nor are they 
published as bearing the Commission's official 
approval; they represent interpretations and 
practices followed by the Division of Corporation 
Finance and the Office of the Chief Accountant in 
administering the disclosure requirements of the 
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Federal securities laws. 


George A. Fitzsimmons 
Secretary 





STAFF ACCOUNTING BULLETIN NO. 39 


The staff hereby adds Section O to Topic 6 which sets 
forth the staff's view that the general proscription 
against routine bookkeeping services and the 
preparation of financial statements by independent 
auditors, as expressed in Accounting Series Release 
Nos. 126 and 234, is applicable irrespective of 
whether a constituent entity is located within or 
outside of the United States and whether or not the 
involved entity is material to the total enterprise. 


TOPIC 6: INTERPRETATIONS OF ACCOUNTING 
SERIES RELEASES 


O. Accounting Series Release Nos. 126, 
“Independence of Accountants—Guidelines and 
Examples of Situations involving the Independence 
of Accountants,” and 234, “Interpretations and 
Guidelines—!Independence of Accountants.” 


Facts: 


A registrant with international operations has a 
foreign subsidiary or other affiliate whose assets and 
operations are not material to the consolidated 
financial statements. The registrant proposes to 
engage its independent accountant to perform 
certain routine services for the foreign subsidiary or 
other affiliate because such subsidiary has no 
employees capable of performing the services, or for 
other reasons the registrant finds it desirable or 
expedient to engage the independent accountant in 
such capacity. 


Question 1: 


In these or similar circumstances, would the 
independence of the accountant be affected 
adversely if he were engaged to provide routine, on- 
going recordkeeping services or prepare the 
financial statements for this foreign subsidiary or 
other affiliate? 
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Interpretive Response: 


Yes. In Accounting Series Release No. 126, the 
Commission stated: 


The Commission is of the opinion that an 
accountant cannot objectively audit books and 
records which he has maintained for a client. 
The performance of these services, whether 
accomplished manually or by means of 
computers and other mechanized 
instruments, ultimately places the accountant 
in the position of evaluating and attesting to his 
own recordkeeping. 


This notion was elaborated in Accounting Series 
Release No. 234 which states in pertinent part: 


It is the Commission’s position that an 
accounting firm cannot be deemed 
independent with regard to auditing financial 
statements of a client. . .if the firm performs 
other accounting services through which it 
participates with management in operational 
decisions. 


A major value of an audit of financial 
statements by an independent accountant is 
derived from the fact that the accounting 
records and financial statements of 
management are reviewed and examined from 
an independent or outside viewpoint by 
knowledgeable professional accountants who 
are not connected with management. 


Rule 2-01(b) of Regulation S-X (17 CFR 210.2-01(b)) 
precludes an independent accountant, during the 
period of his professional engagement to examine 
the financial statements being reported on, at the 
date of his report or during the period covered by the 


financial statements from having any direct 
financial interest in his client or any of its parents, 
subsidiaries or other affiliates. For reasons of 
appearance and practicality, no standard of 
materiality is relevant for the purposes of this 
prohibition. Similarly, and for the same reasons, the 
staff believes materiality considerations to be 
irrelevant to independence determinations 
regarding routine bookkeeping services. Neither 
does the geographic location of the constituent 
entity nor the place the offending service is 
performed mitigate the independence problem. 
However, this interpretation is not intended to affect 
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earlier guidance respecting emergency situations, 
temporary in nature, such as those described in 
Accounting Series Release No. 81, paragraphs 44 
and 45. 


Question 2: 
In these or similar circumstances, is it acceptable to 
engage the registrant’s independent accountant to 
act as the corporate secretary for the foreign 
subsidiary? 


Interpretive Response: 


No. Both the appearance and fact of independence 
are essential to the credibility that an independent 
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audit adds to the financial reporting process. Rule 2- 
01(b) of Regulation S-X (17 CFR 210.2-01(b) states 
that, “. . .an accountant will be considered not 
independent. . .[where] he or his firm or a member 
thereof was connected as a promoter, underwriter, 
voting trustee, director, officer, or employee. . .” An 
independent auditor who serves as a corporate 
secretary appears to be acting in a managerial or 
other capacity associated with the conduct of the 
business rather than an impartial outside party. 
Such a relationship has the potential to affect, in an 
adverse manner, the appearance of the 


accountant’s independence. 
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